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Companies must prepare 
Peter Martin, Page 14 
Now weekly on Tuesdays 


Ally’s Berlusconi 
-Mives jail term 
I illegal funding 

I^Beriusconl, the KaHan media 
,l|«5reneijr ^ centre-right 
lotion leader, yesterday 
i«d a Jaff sentence of more 
Itvro years, ttis second sen- 
^ in a week, on the charge of 
^Uy financing a political party in 
/ac^ 1990s. Page 2 


inHaundering action plani^ 
per proposed emendmente to 
i law on money^Iatfliclering, easi- 
auditorB. est a te agents and 
k offioes will have to report any 
^cious dealings involving cfient 
J^aa ctions. Euro-crlme worries, 

iidgo rejects Ski lift trial 

An Italian judge r^ected prosecu- 
fore* demands that seven US ser- 
yicemen stand trial for manslaugh- 
ttf In connectiQn with the deaths 
;bf 20 people killed virtien a military 
r* aircraft sliced a ski fift. 

Hew problem for slrike4xiuM 
General Mofoia, where productfon 
has been largely shut down 
strSms at two parts plants in Michi- 
gan, is to recan dose to 1m ears 
. because of problems with air-bags. 
Page 7; Lex, Page 16 

Wa yo re to block Jenisaleni plan 
A £po( 4 > of Israeli mayors said they 
intended to blodc government 
plans to expand Jerusdem's 
•munieipai boundaries. Page 4 

China plans Taiwan mission 
. Ghina is preparing to send a minis- 
ter to Taiwan for the first time 
since the erKf of the dvil war in 
1949. to emF^taase that Taipei 
should hasten progress towards 
pofiticd negotiations. Page 6 

iUBysia sitos Into mes^ 

. Mdaysian finance minister, Anwar 
.Itvahim, said gross domestic prod- 
uct wouid contract by 1 to 2 per 
cent this yev in stark contrast to 
- tiw 2 to 3 per cent growth ftvecssl 
-eertlw this year. Page 16; Editorial 
~ Comment, Page IS 

Ttfnn ndwioes on oorth 
The Tafiban mlitiaeald it vm con- 
tiriuirig its rnard) or) oppodtion 
strongholds in riorihem Afghart- 
istan after caiXforing the strategic 
north-western province of Far^ 

AlgeitoR bombore to^ o9 hub 
Police defused a bomb targeted 
e^ffiunst Algeria's main oil and gas 
hub In Arzew, 200 miles west of 
Algiers. 

Eunipa slaps visa ban on Betonis 
*1^ Europe Union slapped visa 
nsstrictions on BeianiS Presidflnt 
Alexander Lukashenko and his 
mbiisters in a stand-off over diplo- 
rratic houdng. Page 2 

CtonboiiB to scale down offensive 
Cambodia will put no greet effort 
into hunting down Khmer Rouge 
leaders tn the northern jungles, 
pr^erring to ^ them die". 

Cypriot mlssita dsal confirmed 
RiBsian President Boris Yeltmn 
and Cyp^ Pre^dent Glafeos 
brides confirmed a controversial 
<foei to supply the divided island 
witf) anti-aircraft missiles would go 
ahead as planned. Page 2 

Atfing may seek re-election 
Oermon Praadent Roman Herzog 
backed away Irom his long-stand- 
ing opposition TO running for re- 
electlonandsaidhewmMcon- 
sidw campaigning for a second 
five-year term. 

O cb igen arians on the move 
Fifty-one women over 8 0 Into new 
German motorcycle registrations 
tfiis year es octogenarians became 
tiie country's fastest-growing 
motorcycling categoiy. motoring 
magazine ACE Lenkrad reported. 
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Caterpillar and Cummins 
Lessons in acquiring 
technologies and markets 
Management, Page 11 


BUSINESS NEWJ 

Serious blow to 
Anglo-ltaiian 
telecoms alliance 

The aUiance between Telecom 
Itsdla and Cable wid Wireless of 
the UK suffered a serfous blow 
after three months when deals 
between the two which would have 
underpinned the relationship col- 
lapsed. Page 17} Lac, Page 16; 
Aillanee to b ala nce. Page 22 

Sweden may sen its 62 pvcent 
stake in Ceieius, the state- 
controlfed defencm group, if the 
company joined any pan-Europeen 
group em^ng from consofidatim 
plans spearheaded by defence 
ministers. Page 2 

The second quvier reporting 
season for US carmakers got off to 
a sparkling start with record 
earnings per share from Cfvysler. 
the smaHest of Detroit's "Kg 
Three”. Page 17; Chrysler reeuHs, 
Page 18; Paga 16 

The Czech securities commission is 
investigating whether Natioratl 
Power, the UK elsctrioity company, 
victiated obOgations to minority 
shareholders In its buy-out offer for 
generating company Elektramy 
Opatovice. Page 20 

Sonera, the state-owned Ftnitish 
teleeoms utility, sid Telia, fts 
Swed!^ oounterpart, ace teaming 
up to buy a 55 per cent holding in 
UAB Omnitel, Lithuania's biggest 
mobile jtfione network operator. 
Page 17 

Demand for sted in tiie troubled 
Asian economies is eigiected to fell 
0.7 per cent this year and to grow 
by only 2.6 per cent in 1999, 
after 1997 growth of 5 per cent 
CommocBties, Page 26 

Bols^ the Madrid stock exchange, 
joined the Paris and Amsterdam 
bourses in caWng to be included in 
piare by London and Franldurt to 
forge a stock exchange afiiance. 
Page 20 

Himhes EtodFonics operating 
profits rose 36.5 per coit to $78m 
in the second quarter as revenues 
at the US satsWte groi^ increased 
19 per cent aid profit mar^ns rose 
from 5 to 5.7 per cent Page 18 

M Mooto, the South African-listed 
fruit canna. Hnted with Italian 
gtO(47 CragrxTffi & Partners Capital 
Investment wTitch has interestB in 
dairy products, tomato paste and 
fbotoail. Page 20 

Boebm says It is experiencing 
difficultias with its 747 production 
line. The admisdon comes two 
weeks after Boeing announced its 
manufacturing crisis was over. 

Page 17 

Stfonon Smitti Barney, the uS 
investment bank, hes appointod 
co-chief executive office for 
Europe to succeed the departing 
Peter Middleton. Page 18 

fetonto's central barfic approved 
two separate bank medlars, 
marking the admtnation of a struct 
turai overhaul and consolidation of 
the sector. Page 20 

Vletnain has made moves which 
win lead to the creation of a 
fle^ng securities trading market 
in Ho Chi Minh Cf^ by the end of 
the year. Page 21 

UBS plans to launch an online 
home banidng senrice built around 
Intuit’s Qddren peraorad finance 
software. Page 20 

World Eqt^ MarkMs 

T)» iBled trends imti ilBt^ 
flea iwBairi xsaricafekaglaate 


IMF rescues 
Russia’s 
markets with 
$11.2bn aid 

International package will help boost 
the rouble and strengthen the budget 


By Join TlMirnhll in Moscow 
ndRobot Cboie in London 


International financial 
Ixistitutiozis yesterday hauled 
Russia's financial markets 
from the brink by pramising an 
emergency support package of 
9l2.6bn this year. 

The International Monetary 
Fund said it would provide an 
adifftional $112bn to Russia this 
year, with the World Bank and 
the Japanese govemment contri- 
buting an extra Si.4hn. 

The size of the riaal mBane that 
the IMF win have to use a credit 
line from 11 Industrial countries 
that has not been called on for 20 
years. The IMF has to borrow the 
money because Its rescue pack- 
ages fbr Asia last year have left it 
short of cash. 

When existing prcgraimes are 
included, Russia is likely to 
receive S22.6bn of international 
finawria! soppOTt before the end 
of 1999 and may also tap the 
eurobond maicet for additional 
funds as early as September. 

The International support 
package was agreed after the IMF 
came under heavy pressure from 
the US lYeasury to h^ stabilise 
Russia’s collapsing ftnancial mar- 
kets. It is intmided to boost the 
rouble, strengthen the budget, 
and enable the government to 
reduce the erippJing levels of 
dom^fic interest rates. 

Ahatidy Chubais. Russia's duef 
negotiator, said the ftnancial 
package bad foltowed extronely 
tough discussiozis. but would 
enable the country to pux^ fur- 
ther relcHnns more aggressivdy. 

"We are convinced that these 
decisions provide the basis for 
dramatically stepping op the 


efforts of the government to 
reform the Russian economy, to 
and strei^then it,” he 
said. "Tlds is the guarantee that 
Rpssia win be able to ovocome 
its present fiwanffiai probLems.” 

The comprehensive support 
package was well received by 
Investors, who were further 
dieered by a pim enabling hold- 
ers of Russian treasury bills to 
swap their rouble debt into 
ifonar k riBnoTwinatori instruments. 

Ai^nsto Lopez-Claros, chief 
Russia economist for Le hman 
Brothers, ths US stockbrokers, 
said the QfF bad managed inves- 
ts p^dulogy wen. "There is a 
genetal sense *hai‘ the Russians 
are going to turn the corner,” he 
said. John Odling-Smee, head of 
the OIF’s Europe department, 
said the fond was prepared to 
disburse S5.6bn to the Russian 
government following an IMF 
board meetup on July 20. But 
the IMF support package is 
partly dependent on the Russian 
government enacting leipHlation 
to underpin its budgetary 
reforms. 

Mr Odling-Smee said Russia's 
federal budget deficit was expec- 
ted to fall from 6.8 per cent of 
gross domestic product in 1997 to 
5.6 per cent this year as a result 
of strengthening the fiscal posi- 
tion. Russia would then aim to 
run a primary budget surplus of 
3 per cent of GDF in 1999. . 

Mr Odling-Smee said the Rus- 
sian govonment would also ask 
for a new extended fond fecQity 
- a loan facility wbidi can be 
drawn on. to support the budget - 
to be put in pl^ untfl 2001. 

Defenca dael cooHrmed, Page 2 
Lex, Pago 18 


Hashimoto resigns 
after voters deKver 
a damning verdict 


By Burr RoMosod and 
Hkl^ HakamolD io Tokyo 

Ryutaro Hashimoto, Japan’s 
prime minista, said yesterday he 
would zesigs to take re^misabiJ- 
ity for the devastating setback 
suffered by the ruling Liberal 
Democratic party in Sunday's 
partial elections to the upper 
house of the diri; (pariiameol). 

Ihe LDP won <mly 44 out of 128 
upper house seats being con- 
tested - for shut tf the 61 seats 
it held b^bre the election - as 
voters turned out in large num- 
bers ai^arently to pro te s t against 
tte govenunent's handling ot tiie 
eoQDomy and the totterix^ beak- 
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ing sector. Japan is suffering its 
worst lecesston since the second 
world war. Many leading banks 
are sagging flnm Qie wei^t of 
bmg unrescdved bad loans. 

The LDP, wbick still holds a 
comfortable majoriw to the more 
powerfol lower house of the diet 
will ctmttoue to govern. But it 
will have difiieulty respozidtog to 
calls for quick action until it 
elects a new president who would 
automBtically become prime min- 
ister and choott a new cabinet 

In separate meetings in Tdsyo 
yesterday, central bankers 
attending a mpgtmg of the Bank 
for Tnfwmatifwml firttlwrign tB and 
executives at a US-Japan 
business forum warned Japan 


not to delay economic reforms. 

The US said the new govem- 
ment must move quickly to 
implement concrete fiscal and 
haniring measures to bring about 
strong domestic demand-led 
growth and restore omfidence in 
jaipan's Wwanriai system. 

Koichi Kato, LDP secretary- 
general. who is also escpected to 
resign, indicated a successor 
would be diosen by next we^ 

But Eanezo Muraoka, chief 
cabinet secretary, wam^ that 
Mr Bakhimoto’s successor was 
not hkeiy to be named unta the 
mid of the month. 

. Leading candidates included 
Seim Qbuehi, the foreign minis- 
ter, and Seiroku Eajiyama, both 
influential LDP executives. 

In the immediate future, the 
leadership vacuum will affect 
several initiatives. Sergei Kiri- 
yenko, **««» Rustian prime xntols- 
ter, arrived tn Tokyo yesterday 
for talfcs with Mr Hashimoto, 
who told him his resignation 
srould not affect bilateral rela- 
tiofwt. Mr Hatiiimoto also said be 
would cancel bis trip next week 
to visit the presideDte <tf' the US 
and France. Mr Obucbl cancelled 
his vitit to China on Wednesday. 

.T apanpBe stock, bond and ctn^ 
isQCy markets were mixed on Mr 
Hashlmoto’s resignation. 
aTthmg h As ian Tnarltp fat mostly 
on the news. 

By the end of Monday, the yen 
was at Y142A7 aga^ tte dollar, 
having weakened to 144.50 ear- 
lier, and the bendunark Nikkei 
225 stock market index closed 
almost 1.7 per cent U^ier on the 
day, afta tumbHiag about 2 per 
cyrtf in the monrisg: 



'Japan survey 
On the verge of another 
historic lurch forward? 

Separate section 



Blaek day. rsiManh of the Lower Ormeau Road In Beffest fine their street hokino blaek flags to confront a parade by 
the tfrileniBtOtanoe Order. The flags weia a temlncler of the three young beys murdered in a ■ e c ter ie n fire bomb 
eBack atthewee k eiKL The merch patte d without InddentDamcrsB leers iscede. Page 16 Picture: FA 


Victory brings feelgood 
factor back to France 


By Robert Endian in Parte 


Like a phantom vessel to a sea 
; flags and waving aims, the open 
i double-decker bus carrying 
France’s winning World Ciq soc- 
cer foam was yesterday given a 
tumultuous victory parade up the 
Champs Sysfres feted by more 
than 600,000 enthusiastic fans. 

With 50 many people mobbing 
the players, the convoy was 
reduced to a snail's pace. "One, 
two, three ... zero," the players 
sal^ gesticulating with their fin- 
gers the dramatic score against 
Brazil on Sunday night. "One, 
two. three . . . zerol” roared back 
the fans, many with red. white 
and blue daubs on the feces fitan 
jtbe game and post-match revels. 

Yesterday’s turn-out for the 
French focdhanets was a fittii^ 
end to an ext r aordi nary 24 hours 
of countrywide celebrations. 
Police estimated more than one 
million occupied the Qiamps Ely' 
sees on Sunday n^t and said 
Parts bad not seen such crowds 
since the days of Zfoeiation at the 
end of the second world war. 

French cities saw unprece- 
dented numbers on the streets. 
The sole sour note was a driver 
who panicked to Ifezis when sup- 
port^ jUDipod on her car arid 
injured almost 80 pecgde in a zig- 
zag run throu^ the crowd. 


The perfbrmance of foe French 
team, evmi before the final game. 
looM set to be a catal^ in 
helping restore a long-lost feel- 
good factm* to the naticm. This 
has already been reflected to the 
unusuall>^hl^ poll ratings for 
both Jacques Citirac, president, 
and Lionel Jospin, prime minis- 
ter - boforof whom could be seen 
with their J^tricolore" supporters' 
scarves peering at Sunday's 
final witbi^ inhibition. 

France had approached the 
competition with none of foe nor- 
mal confidence that accompanies 
sudir occasions. unemploy- 
ment. a rise in the strident voice 
of the racist National Front and 
an awareness that French culture 
had lost its world {mmunence to 
the past few years bad put foe 
nation on the defensive. 

Even thou^ there were signs 
foe Jo^nn govemment was nur- 
turtog an economic recovery, few 
seemed to believe its permanence 
or that France could solve its 
many social problems. 

Such low morale led to great 
sensitivity to totematicmal criti- 
cism of the handling of ticket 
sales in advance of foe World 
Cup. And there was the Air 
France pilots’ strike that 
grounded the national alriine as 
the competition b^azL 

Commentators have high- 


l^ted the importance both of 
new role models among the play- 
ers that come from France's 
immigrant community and foe 
way the multi-ethnic taam can be 
an antidote to the country's 
ende^c racisxEL The si^t of Lil- 
ian Tburam ftom Guadaloupe 
belting out the Marseillaise 
before scoring two vital semi- 
final goals was a powerful 
reminder of those who can be a 
national saviomr. 

"TTie French team has done 
moire for racial integration than 
years of well-meaning policies 
from the politicians,” said 
hfichfrle Tribalat. an immigration 
^pert. 

“Zizou" Zidane, the hero of 
Sonday's final whose parents 
came from Algeria, is set to be 
enshrined as a symbol of immi- 
grant success. He comes ftom 
Marsrilles, foe hotted of foe rac- 
ist extreme right, and is alr^uly 
bring used to riiow the Natiomd 
Frimt it does not own foe free- 
bold on Frendi nationalism. 

For tile first time <m a popular 
pobhc nn'aginn, Algerians flags 
have been wav^ together with 
the ITenifo suggesting at least 
some of France’s 35-year-old 
trauma over loeing its former col- 
ony is bring laid to rest 
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Berlusconi given another jail sentence 


By James BMzIilloim 


SiMo Berlusconi, the Italian 
media entrepreneur and 
centre>right opposition 
leader, y^terday received a 
Jail sentence for the second 
time in less than a week - 
this friwp on the charge of 
iOegaliy financing a political 
party in the eariy 1990s. 

Announcing what is by Ihr 
the most serious the three 
convictions that Mr 
Berlusconi has thus far 
sustained, a Milan court 


sentenced the Forza Italia 
leader to two years and Soar 
months in prison for 
illegally channeling some 
L 22 tin ($l2!3m) to the fbnner 
Socialist prime minister, 
Bettino CraxL 

He was also fined LlObn 
while Mr Craxi, who Is 
currently in hiding in 
Tunisia, was given a 
four-year jaO term. 

As with the two jmevious 
convictions, which involved 
fhlse accountli^ and the 
bribery of tax inspectois, Kfr 


Beriusomi is tmUlEely to go 
to Jail for many years - if 
ever. 

Ihe Italian Justice system 
allows defendants two 
appeals after an initial 
sentence, a procedure that 
can last years. 

At the same time, Mr 
Beriosooniis membership of 
the Italian parliament means 
that be cannot even be held 
in police custody without 
formal authorisation from 
the chamber of deputies 
itself. 


Mr Berlusconi, Bl. has 
always proclaimed bfo 
Innocence, saying the 
payments “■ from a Channel 
Islands account called 
All-Iberian - were destined 
for a Tunisian business 
partner who was setting up 
film riidits deals. 

Yesterday's Jail senteaee is 
certain to fuel tlm debate 
raging in Rome this stunmer 
over whether Mr Berlusconi 
is being victimised by Italian 
prosecutors and judges - or 
whether he Daw ought to 


stand down from political 
life altogether, as some of 
the ri^rtwing parties would 
wish. 

Bifr Berlusconi, who was 
prime minister for seven 
moDtbs in 1994, faces 
another six trials on diar^ 
of tax fraud and conuption 
and he has also been 
charged with tax fraud 
in Spain in relation to 
his T^leeinco television 
channeL 

At the end of last week. 
President Oscar Luigi 


ScaUaro lent his name to 
those who bdleve that the 
group of "clean 
hands” magis^tes are 
nnfoxriy singling cot certain 
public fignree for criminal 
investigations, failing to 
ensure that the law is evenly 
q^ed. 

The president also made 
clear, however, that he had 
little time for Mr 
Bertnscom*8 attacks on foe 
Judicial systwn, s t at ing that 
"nobody is abeolved from 
the three of the law". 


Germany warns 
Brussels in clash 
over state aid 


^ Peter Nonnan In Bom 

The German government 
yesterday warned the Euro- 
pean Cozsmissioa against 
siding with Britain in an 
increasingly acrimonious 
row over state aid to two 
German anthracite produc- 
ers. 

OuAoter Rexrodt, Bonn 
economics minister, told 
Christos Papoutsis. BU 
energy commissioner, he 
"conld not accept a settle- 
ment of the dispute that 
resulted in the repayment of 
any sums" of aaristanoe pro- 
vided to Preussag Anthr^t, 
a German coal producer, and 
Sophia Jacobs, a mine the 
Grnman coal company Ruhr- 
kohle shut last year. 
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Mr Rexrodt's warning 
came amid German press 
reports that the Commission 
is likely soon to demand 
ret)aynient of up to DM3 77m 
($98.3m) of subsidies from 
the two companies. 

The Commission began 
investigating how the subsi- 
dies were spent alter Celtic 
Energy, a UK coal producer, 
claimed the aid had been 
used to finance the sale of 
German anthracite in the 
UK at dumping prices. 

A Cmnaussion spokesman 
In Bmssels said yesterday 
no decision had yet been 
reached on the case, which 
concerned the use of 
DM278m of aid to Preussag 
and DMldOm to Sophia 
Jacobs to finance restructur- 
ing. 

In Germany, the authori- 
ties seem to believe an 
adverse decision is imminent 
and that it could bankrupt 
Preussag Anthrazit, which 
employs 3,000 in IbbmibQren 
in North Rhine-Weetphalia. 

Indicating grave local con- 
emm, WoUgang Clement, the 
state’s prime minister, will 
travel to Strasbourg today 
with bis economics and 
finance ministers to lobby 
eo mmiss iemers for a decision 
in favour of the company. 

Mr Rexrodt's letter to Mr 
Papontsts took no pains to 
dl^nise bis frusttatian. He 
said it was "incomprehensi- 
ble'' that efforts to reach an 
amicable settlement had 
foOed. 

He warned that an order 
to r^y the subsidies would 
create further discord and 
impose a burden on Euro- 
pean co-operation. Bonn is 
especially irritated that the 
case has gone so far because 
Celtic Energy vdthdrew its 
original complaint some 
months aga 


derides confirms defence deal 


Russia will proceed 
with its $ 600 m 
missile sale to the 
Greek Cypriots 

By Astrld MtoidlanA hi Mosom 
and Cbi1sta|riMr de BelaigiH 


Turkey reacted coally 
yesterday after Glafcos der- 
ides. the Cyprus president 
reiterated bis determination 
during a meeting with Resi- 
dent Boris Yeltsin to buy 
Russian S-300 anti-aircraft 
missiles to defend the Greek- 
controlled half of the island. 

The sale, estimated at 
$600m, would significantly 
strengthen the Island's 
rf frf jp pwft fapahiTitiflg in CSSe 
of an attack by its nei^ibour 
Turkey. 

The Greeks have already 
poetpaned the airival of the 
missiles from August to 
November. Members of Nata 
the western defence alliance, 
had hoped to persnade Mr 
Clerides to ^ve up the proj- 
ect. Instead, an announce- 
ment made by Sergei Pii- 
khodo, a Kremlin aide, said 
that the two leaders had 
“confirmed their readiness 
to meet obligations under- 
taken earlier." 

Turkey regards the mis- 



Presidem Sofia Yartafci (right) rneeti hte Cypriot oXHTtepert Glafooe Cteridae in Moecow y tutiln y AP 


siles as a threat to its secu- 
rity, and has that It 

will meet their deployment 
with force. After yesterday's 
announcement, however. 
Turkey's foreign ministry 
merely recalled a statement 
made last month by rsmaii 
Cem, the foreign minister, in 
which he said Turkey would 
“take all necessary measures 
to protect the security of 
{Turkishi Cyprus”. 

News of the agreement to 
go ahead with the deal is a 


blow to the U5 and other 
Nato conntries which have 
been tryfog to cool tawtinne, 
Mr Clerides has said he 
mi^t cancel the order if 
Turkey stopped flying mili- 
tary aircraft over the island. 
Turkey has refused to enter- 
tain this possibility. Never- 
theless. the wording of yes- 
terday's statement was 
vague miou^ to keep hopes 
of a Greek-Cypriot U-tum 
alive. 

Should the deployioent go 


ahead, however, prepara- 
tions for a Tnrkish response 
are rqiorted to be under 
way. According to Huiriyet 
an Istanbul newspaper 
whi^ has close links to the 
miUtary, Turkish F-166 spent 
last weekend over southern 
Israel, practising ways of 
neutralising anti-aircraft 
mtesfipq Tb^e reports were 
denied by Israeli officials, 
who fond to play down their 
devefopiz^ military co-opera- 
tion with Turkey. 


Sweden hints at sale of Celsius 


By Greg Mdvar ia StacUioim 
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Mortgage Backed Ftoating Rate Notes 
due 2031 

In aceerdarKe with the provisions of the Notes, netke 
is hereby given diat for the three month period 
lOth July 1998 to 12th October 199A the Oasa A1 
Notes, Oaa A2 Notes and Oass 6 Notes will carry an 
interest rate of 8i)125K. 8.21259k and 9.01259k per 
annum respectively. The interest payable per 
£100.000 Note wiTI be £76.39 for the Class A1 Notes, 
£2.115no for the Oass A2 Notes and £2321.03 for the 
Class B Notes. 
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The Swedish government 
may seQ its G2 per cent stake 
in Celsius, the state-con- 
trolled defence group, if the 
company joined any pan- 
European group entering 
from consolidation plans 
spearheaded by defence min- 
isters. 

Anders SundstrOm. Swed- 
ish industry minister, said 
Celsius was too small to sur- 
vive alone in an industry 
which needed to restructure 
to meet tou^ US competi- 
tion. Mr SundstrOm was one 
of six European Industry 
ministers who last week 
asked the continent's 
defence groups to prepare a 


blueprint for pan-continental 
consoUdatlon. 

‘-'Hiere are many exdting 
things for Cefeius to do in 
Europe.. Sweden's defence 
indostry will die out if it 
reliee solely on the Swedish 
military," he said in a Swed- 
ish newspaper interview. 

Celsius, part-privatised in 
1993. depends heavily on its 
domestic market and 
receives Just 10-15 per cent of 
its sales revenues from con- 
tinental vrestem Europe. 

Mr SundstrOm indicated 
the government would con- 
sider selling its stake were 
Celsius to join a paa-Buro- 
pean defence group, helping 
the company's shares to rise 
almost 7 per cent yesterday. 


Lars jQfiefsBoQ. chief exec- 
utive of Celsius, said the 
company would participate 
actively in the restructuring 
moves. Re warned the pro- 


space, which paid SKr35bn 
(9434m) for a 35 per cent 
stake in the company at Its 
stock market flotation by 
Sweden’s WaOenberg Indns- 


csssshtmMbe biisedon'cbm- '. trial empire-last month. 


mercial considmations end 
not dictated by poUttcianB. 

Mr Jose&son said Celsius 
was Dp» to a range of altm^ 
natives, including acquisi- 
tions. sales orjolat ventures. 

Sweden’s other defence 
group, Saab, has also 
pledged to Join the restruct- 
uring. However, Lais Jager- 
feldL a senior Saab execu- 
tive, said the con^any had 
yet to decide *^ehen or bow" 
to proceed. One alternative 
would be for Saab to tie 
itself closer to British Aero- 


However, restructuring 
would involve Job losses - 
an ancomfortabte prospect 
for the ruling Social Demo 
cratic party two montlm 
from a general election. Hie 
government would be 
unlikely to sanction Celsius 
being absorbed entirely into 
any cross-European defence 
group. Sweden is nnniiniiteil 
to retaining a national 
defence Industry and the 
government would want to 
see areas of defence know- 
how retained domestically. 


news digest 




AZHIBAUAN OIL EXTORTS 


Aliyev declares his choice 
on Caspian pipeline 

Prasideiit Heydar AGyev of Azertialsm said yesfsr^^ 
e>q»rt pipefirw to tarry Caspian Sm oil to Ihe wttto 

was to follow the Baku>Ceyfian route, George anti 

Turkey to the MedHerranaan. . 

"R»r Aarbajan Ifie poBtied decision has been iMten, Mr 
Myev sMd in an mtervlew. Ofl companies w9l stn have a eay 
in the deeteton beeauM they wffl be puttlfig up toefina*^ ha 
saw, but Ito disrnissed ariy possible alternative to Bato-Coy- 

han. 

Tlvee pftftohb* meport routes (or the "main* oil, 
flow by 2003 from Baku’s flagship oil consortkjm. the Azerb^ 

jan international Oil Cornpeny (AlOC), are being stucSed by a: 

oorrvnission. The othw roufas were tflfWflh ftossra or threugh 

Georgia to the Black Sea. 

The commission, rep rosent ing the 12 krtemabonal ol com- 

pantes of the consortium, which include British Prtoleom. 
Arrroco and Exxon of the US and the State Oa Company or 

AzerbaSan (SOCAFQ, had planned to make its racommenda- 
tion to the president in October. However. ^Aliyev, brushed 
aside suggestions that the Beku-Ceyhan might not be their 
diolce. *They wB! not reco mm end any better route," ho sted. 
Cretotte GalL Baku 

EU BORDERS 
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Lithuania to readmit emigrants 

Lithuania moved to boost Its relations with tha European 
Union yesterday vmen It formaBy agreed to taka back dtiam 
oflhM countries caught crossing into Poland wrthouf permits. 

Poland has such a readmission treaty with Germarty, which 
sent back 1 ,378 Wegal immigrants m the first half of this year. 
Poland ateo hes a treaty with Ukrame, to wtiere It sent back 
around 1.000 such immigrants in the same period. However, 
rtegp fle repeated requests from the Poles, both Russia and 
Beteue have fefled to agree similar treaties wWi Warsaw. 

Ftoland b one of six ‘fest-track” countries currently negotia- 
ting mwnbersTup of the Eur^rean Union. Lithuania, which has 
abo appTted. has been allocated "second wave" status by 
Biusseb. Christopher Bobinsid, Wa r aa w 

DUTCH rouncs! 




Another minister stands down 

The Dutch government lost another member y^erdoy when 
Ad M^losrt socrei affass and employment mnister, was 
elected periiamentaiy leader of ttie Social Derrxxxatic party, 
thePvdA. 

Mr Mafltert was ttw main proponent of subsidised uotc 
schemes derigned to reduce die country’s jobless total, 
which at below 5 per cent of the labour force now stands at 
less than half the rate of GenTtarry and France. Mora than 
40,000 "Mel kart jobs” have been created since the three-party 
coalition led by Wim Kok took office In 1994. 

After a gen^ Qlectlon lest May. Mr Kok is saekng to 
renew the same groupino of his PvdA with Ihefroo market 
WD and centrist D66. Under the Dutch system, cabinet mem- 
here do not Bk bi parliament 

Three of the four represe n tatives of 066 - inefuding Hans 
van Mierio, foreign minbter - had already made deer they 
would not seek a second tenn. Newcomers to the cefoinet are 
• urwceiy to have.the same level of ir i t em ati o i . iaI ebiperiaficg. • * 
gained in part through the Netherlands preddaney of the 
European Union lest year. Gordon Cramb. Amsterd a m 


USBON WORLD’S FAIR 

Expo 98 fails to draw crowds 

Fewer than 50,000 people per day - less than half the expec- 
ted number - have' visited the Lisbon world's tair during Its 
first 50 days. 

The organisere had predieted 13m visits between opening 
day on May 22 and closure on September 30 but, up to last 
TTureday. Expo 68 had received just 2.4 vists. "Our studies 
were too op ti mi s ti c ," said a spokeswoman. AP, Lisbon 


EU in Belarus 
ban as housing 
row rumbles on 


^ Ucbael Snifli to Bnnsali 

The European Union has 
banned Presidait Alexander 
Lukashenko of Belarus and 
his ministers and oCQclals 
from entering its countries 
ia a row over an amhassa- 
dors' housing complex in 
Minsk. 

EU countries bad already 
recaOled their ambassadors 
from the former Soviet 
republic after ktinsk cut off 
water and telephones and 
restricted access to the 
Drashdy diplomatic housing 
complex, saying it needed 
plumbing repairs. Western 
officials have speculated that 

Mr Lukasbenko, who also 
has a home in the complex, 
wants to have Drozhdy to 
himsalf. The Ell’s latest 
sanction, discussed hy for- 
eign miiiia terg in Brussels 
yesterday, more than 
130 officials who will be 

denied entry to the ifoion. 
Belarus amba^adois to EU 
member states have been 
told to go back to Itfinsk. EU 
said. 

WoUjgang Shflssel foreign 
minister of Austria, holder 
of the rotating EU presi- 
dency. expressed his Titter 
dismay" over Belarus’s 
stance. He said the EU 
would consider more action 
if there were further viola- 
tions of the Viemia conven- 
tion on diplomatic relations. 

Mr Lukashenko said he 
hoped "common sense and 
reason would prevail over 
emotions" on the issue. He 
r^retted the time of a recent 
commnnicatioD by Mr SbOs- 
sel to him. "I would like to 
remind you that, you are 


addresslDg a head state, 
even though you do not folly 
recogntoe that state”. 

Mr Lukasteako'e authori- 
tarum style has led to frosty 
relations with countries 
around the world. Belaurus's 
chief ally is Hu^la which 
has formed a custirms ankm 
with It end promised even- 
tual unification of tiie two 
cormtries. Relations between 
Belarus and tite west have 
been strained ^ ftfr Lukash- 
enko's oppaaition to Nato’s 
eastward expansioiL 

In a Joint statanent yester- 
day. Bulgaria, Cyprus, the 
Czech Republic. Estonia, 
Hungary, Romania, Slo- 
vakia, Slovenia, Iceland and 
Norway said they shared the 
Eli's objectives. Poland. 
Belarus's neighbour, said It 

would main tain a dUlOgUe 

with Lukashenko although it 
j^nmd the EITs move "folly 
justified". 

• Loxembourg bos called 
upon the EU to carry out an 
mdepeadeot study lute the 
imi»ct on capital markets ctf 
a proposal to harmonise 
savings taxes. "Tax harznonl- 
satioD is one thing, economic 
and financial realities, at a 
time of globalisation, ore 
another," Jacques Fooe, Lux- 
emboQ^'s foreign minister, 
told his EU coDtegues dur- 
ing a public debate on the 
work programme of the new 
Austrian BU presidency. 
Austria has made tax bar- 
moolsatioa a priority for Its 
preeldeDcy. Britain and Lux- 
enfoomg have both signalled 
concerns about the plan 
amid feara about the poten- 
tial damage to Burcgie’s capi- 
tal maricets. 
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EUROPE 


Russia waits 
on investors’ 
judgment 


Russian financial markets 
reacted with cautious upti* 
“is® to yesterday’s news 
that the International Mone> 
tapy Fund, the World Banif 
and the Japanese govern- 
ment would lend Russia an 
additional $i2.6bn this year. 

"It is enough for a half 
yaar,” said one equity fund 
m a na g er in Moscow. 

The bail-out programme 
had to wait for the recom- 
mendation of the IMF mis- 
sion to Moscow. Now Rns- 
sia's unpredictable 
parliament mnst still con- 
sider the many macro-eco- 
nomic reforms which have 
been made conditions for the 
loans and the IMF’s board 
must give its approval 

The market reaction itself 
is critical to the guppaa^ of 
the programme, and will 
determine whether the IMF 
has brought Russia out of its 
erteis or Just bought it 
more time. 

"The government has a 
tight programme now, 
tighter than anything we 
have seen in the past," said 
ndlip PD(de, east European 
economist at ING Barin gs. 
'"Ihe trick is now to turn the 
psychology of the market. 
But my fear would be about 
whetlmr investors simply see 
this as an exit route from 
the market and continue to 
seU." 

He said Russia's martlets 
were likely to bounce in 
re^xmse to the IMF pafffa>g» 
but would need to see solid 
evidence that the govern- 
ment was serious about 
r^rm for that rally to be 
sustained. 

The government has said 
It would like to increase its 
total financing package. 
Implying that it plans to 
raise more funds from com- 
merdal borrowers. Financia! 
analysts believe Moscow 
plans to launch more euro- 
bonds In Septraaber. 

"To my mind the most 
important thing is that there 
is a sustainable story for 
InvestMs." said Mr Foote. 


The reTorms, such as bud- 
get-catting, require the 
co-operation of the Duma, 
the lower house of parlia- 
ment And positiva 

statements from tbe body’s 
leaders on tbeir commitment 
to reform, no one is taking 
them for granted. 

To head off a political 
stalemate over its proposals 
for reform, the IMF baa 
asked that a package of cri- 
sis measures, deahng mainly 
with tax reform and expendi- 
ture cuts, be passed by the 
Dnma before the Fund’s 
board releases the ftmds. 

But Alexander ^ukor, 
the head (tf the Duma’s bud- 
get committee, yesterday 
restated bis opposition to 
passing the whole package 
as one unit, saying that the 
Duma will consider eadt law 
s^wrately and make amend- 
ments as neccessary. 

Hie Duma "in reality w£D 
approve around 80 per cent 
of the laws that are 
suggested by the govern- 
ment’s [stabilisation] pro- 
gramme,’’ be said. 

Two critical pieces of the 
crisis pa*»iw»g » remain stuck 
in the Duma. The first prob- 
lem bin provides fbr a 5 per 
cent sates tax, which failed 
by only four votes last week, 
while the second gets rid of 
loopholes in the law on per- 
sonal income Vladhoir 
Avirchev from the libera] 
Yabloko faction, said that 
the sales tax biU was likely 
to pass this week with minor 
modifications, but the 
income tax law "will face 
some difficulty". 

In the mi, the IMP may 
not get aU it asked fbr, or it 
may have to settle fbr hav- 
ing the measnnes passed by 
premdential decree. 

Eric Kraus, chief strategist 
at Regent Snropean Securi- 
ties, a Mcscow-based stock- 
broker, said: "I think the 
g20bn can basically provide 
the wherewithal to defuse 
the crisis on the GKO [trea- 
sury bill] market It is now 
up to the Russian govern- 
ment to take advantage of 
this window of oipportunity.’' 


Alarm bells ring over money supply growth 



ECB watch 


By WbKgang MOnchau 
in Fraidchirt 


One of tbe more surprising 
and least noted parts of last 
week’s release of data by the 
European Central Bank were 
figures showing a surpris- 
ing robust growth of the 
euro-zone’s money stock. 

Wim Duisenberg, presi- 
dent of the ECB, announced 
that Ml, a narrow measure 
of money, went up at an 
Mwnnai rate of 10 per emit in 
April, white M3, a broader 
measure, rose by 6 per cent. 

Money statistics would 
matter little if the ECB were 


to pursue a strategy of pure 
inflation targeting such as 
used by tbe Bank of 
En^and. But European mon- 
etary officials left no doubt 
that they win adopt a strat- 
egy that puts monetary tar- 
geting centre-stage. 

T%e problem is that these 

figures are hi ghe r than they 
should be. Anal3rsts say an 
Bf3 growth rate of between 4 
and 4.5 per cent is consistent 
with inflation of 2 per cent. 
’This is tbe rate the ECB is 
expetied to adopt as its long- 
run inflation target 

The monetary data sug- 
gest three possfbOities. First, 
the figures could be simply 
wrong. ’Ihe ECB has derived 
tbe Ml and M3 figures from 
national statistics, and will 
not produce its own data 
series until the autunuL The 


ECB’s own data, and not 
these national data, will 
matter for policy purposes. 

Secondly, the data could 
be statistically correct but 
unstable. This is a ihr more 
serious problem for a central 
bank that targets the rate of 
money stzpply growth- Crit- 
ics of monetary targeting 
have pointed out that the 
regime nhang e frrom national 
currency to the euro, tbe sin- 
gle European currency, 
would distort the riflmand for 
money in the economy to 
such an extent that these 
data are Wiaanlnglanfi. 

Tbe third and most worry- 
ing possibility is that the 
data could be both correct 
and stable. ’Ibis would sug- 
gest that the money supply 
growth point towards 

future inflation. Joachim 
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Pels of Morgan Stanley 
blames the M3 growth on 
falling interest rates in Italy 
and Spain. “What matters is 
tbe average money supply in 
the euro-zone. And if that 


grows above target, it could 
create Inflationary pressures 
if one assumes that Europe- 
an markets are relatively 
integrated." 

The data suggest that the 


statistics are of poor quality, 
or that the pgnnoiny is lack- 
ing resilience, or that the 
monetary target Is unstable. 
None of the three scenarios 
is comfinting. 


Police fear euro-cash will bring euro-crime 



By Wolfgang ttftadiau 


Senior police officers are 
worrying that the arrival of 
the euro, the single Euro- 
pean currency, could inten- 
sify criminal a^vity, indud- 
Ing forgery and money 
laundering: 

Germany’s Federal Crimi- 
nal Agency (BKA) in Wies- 
baden which has set up a 
strategic unit to simulate 
various euro-related crime 
scenarios, concluded that 
the greatest risk would arise 
when the new banknotes 
and coins were introduced in 
the first half of 2002. 

Under the timetable for 
monetary onion (Emu), the 
European central bank will 
be responsible fbr monetary 
policy from next year, which 
leaves a three-year gap dur- 
ing which tbe euro is avail- 
able only in electronic form. 

Hie prospect of euro-re- 
lated crime recently hit the 
headlines when a security 
hologram fbr the new euro 
banknotes was lost on an 
Air France lli^ from Paris 
to Munich. ’The hologram 
was en route to a hi^ secn- 
rity printing plant in Bav- 


aria, where it was due to be 
tested. 

French and German police 
have been investigating the 
case, but have made little 
progress according to central 
bank officials. It has not 
been even established 
whether the hologram was 
stolen or simply lost 

The incident does not by 
itself constitute a threat to 
the security of the future 
bank notes, since a new 
hologram has already been 
prodneed and is being tested. 
But it has focused public 
attention on the whole secu- 
rity issue in generaL 

One question relates to the 
print quality. The banknotes 
will' be printed in evmy EO 
country, exc^ Portugal and 
Luxembourg: Tbe ECB will 
have to ensure that tbe qual- 
ity of printing is identical 
thrmighout. a quality control 
operation of unprecedented 
scale. 

Furthermore, Europeans 
may not be accustomed to 
recognising the new bank- 
notes' security features. 
People may not only be 
fooled into accepting forg- 
eries but may also luiect 
legitimate notes as fakes. 
Police fear that the mid-de- 
nominatioD notes cd E50 or 
BlOO could be particulariy 
vulnerable to forgeiy. 

Intmuational money laun- 


EU steps up money laundering fight 


The European Urrion is stepping 
up its fight against money 
iauiderino as the single 
currency approaches, with plans 
to broaden the scope of 
EU-wfde legislation. NeB 

Bucklay reports from 
Brussete. 

The European Commission, 
the EU’s Biuesele-besed 
executive, announced yesterday 
it wotkd shortly publish 
proposals that would 
significantly strengthen an 
esdsdng 1991 law on money 
laundering. 

The move would extend the 
obligations already placed on 
die firtanclal senri^ sector to 
other sectors such SB casirKJS 
and rsBl ec4ate agents, lawyers 
and auditors, to report 
sutoiclous baneactions. 


Barries and financid 9 Dups 
absady require identlRcaten 
from customers opening an 
account or asking for safe 
deposit fadHties, or involved in 
suspicious transactions or 
tin^ or Inked trensactkxis 
worth more than Ecu1S,000 
($16,310). 

At the same time, the 
definition of suspidous 
transactions would be extended 
to cover other serious and 
organised crime, as wall as 
drug traf fle Wng. 

"Thera is a shift away from 
the tracfiSonal financial sector, 
the banking sector In particular, 
artd mortey iaunderers are 
looking for other ways of 
lamdering thefr criminal 
proceeds." one Commi s sion 
offi cia l said ye s terday. 


daring could prove an even 
greater problem. At present, 
the D-Maik is the only EU 
currency used extensively 
outside its national territozy, 
espanally in east Europe. 

German law permits 
imiimitPfi pash transactions 
of bank notes, although 
transactions of over 
DM20.000 ($11J)00) are regis- 
tered under a money-laun- 
dering law. But the burden 
of proof falls to the police. 


Holger Berusee, president 
of the Federation of criminal 
investigators, says: "We 
already have the situation 
where people go to tbeir 
banks with large plastic bags 
full of cash. There is nothing 
we can do." 

Senior police officers hope 
that the introduction of the 
euro could bring about a 
legal change they have been 
seeking for some time: the 
reversal In the burden of 


proof in such cases. 

On a more optimistic note, 
Ulrich Kersten. president of 
the BKA, believes the euro 
presents not only proUems 
but also opportunities. He 
said: “The exchange of file- 
gal-eamed cash not only 
allows police agencies to 
identify money-laundering 
activities, but may also help 
solve the underlying 
crimes.” 

Some economists have 
argued on similar lines: laen 
to restrict cash transactions 
between national currencies 
and the euro could be 
deployed as an effective 
weapon against the black 
economy. 

However, such laws could 
have serious economic impli- 
cations because of the large 
saze of the Mack economy in 
some countries. Restrictions 
on cash conversion might 
also penalise older people, 
who tend to hold a greater 
proportion of tbeir wealth in 

ranli 

But even if some countries 
decided to restrict transac- 
tions, there is no way to 
enforce such laws every- 
where. In terms of crime leg- 
islation and law enforce- 
ment, European Union 
tnpmlw r states remain sover- 
eign. 

The only Europe-wide 
police agency Is the Etut>- 


pean Drugs Unit (EDU). the 
forerunner of Buropol, a 
police intelligence agency 
due to become operational 
sometime nevt year. But its 
remit will be limited to areas 
such as drugs trafficking, 
tbe smuggling of nuclear 
materials and organised 
crime. Currency crimes are 
not on the list, unless they 
are connected to drugs or 
plutoniiuxL 

Mr Bernsee Is filing for 
Europol’s remit to be 
extended. For crime areas 
that do not fall into the 
EDU’s remit, the various 
national police Ibrces rdy on 
each other for help. Extract- 
ing information out of the 
EDU in a drugs case takes 
about one day, according to 
police officer But in other 
cases, police must go 
throu^ Interpol. German 
police enmpigine that mibi> 
Tnfltinn requested from Italy 
can take 19 to three months. 

This all raises a fondamen- 
tal question about Emm can 
a group of countries adopt a 
dn gift monetary policy and a 
single currency and yet keep 
most other areas of policy 
decentralised. Fiscal policy, 
which remains a responribO- 
ity of national governments, 
has so far attracted most 
attention. Crime legislation 
and law enforcement ml^ 
be next. 
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Deciding where to locate 
your European operations ? 
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ADERLY, the Lyon Area Economic Development Agency 
Your official contact in Lyon, ready to assist. 



/X D E R LY 

EXPERTISE FOR YOUR EUROPEAN DEVELOPMENT STRATEGY 


Telephone : +33 (4) 72 40 57 50 
http://www.lyon-aderly.com 
E mail : aderly@Iyon-aderly.com 


o 

5 


I 

al 

d 

i 









financial TIMES TUESDAY JULY 14 1$98 


INTERNATIONAL 


Mayors to fight plan 
to expand Jerusalem 


By Judy Oempsuy In Jamsutein 

A group of Israeli mayors 
said yesterday they intended 
to bl^ plans by the govern- 
ment to gtpand the munici- 
pal boundaries of Jerusalem. 

‘Hie move could galvanise 
opposition to one of the larg- 
est projects since Israel 
annexed eastern Jeru^em 
and occupied the West wank 
after ibe 1967 war. 

The plan entails the cre- 
ation of an “Umbrella 
Mnnicipality'’ or Greater 
Jerusalem, in which suburbs 
west of Jerusalem and Jew- 
ish settlements in the West 
Bank will be placed under it. 
The Israeli government has 
told the US the plan only 
concerns west Jerusalem, 
and does not include Arab 
east Jerusalem. But oEBdal 
documents debated and 
agreed by the Israeli cabinet 
last month show how some 
settlements in the West 
Bank will be incorporated 
into a Greater Jenis^m. 

lliia contravenes the 1995 
interim agreement signed 
between Israel and the Pales- 
tinians in which both mdes 
agreed the status of Jerusa- 
lem should left until a 


final settlemoit and that nei- 
ther side would take stops 
prqudleing the outcome of 
those talks. 

Under the plan, the Jeru- 
salem municipal area will 
e^and from 121.5 se km to 
eoosq km. Of that, east Jeru- 
salem’s boundaries area will 
grow from 70.5 sq km to 360 
sq km, which some 8 

per cent of the West Bank 
will be annexed by the 
enlarged Jerusalem munid- 
polity. Beqjamin Netanyahu, 
Israeli prime minister, and 
Ehnd Olmert, Jerusalem 
mayor, have brushed aside 
Palestinian protests. How- 
ever. protests hom the other 
side of Jerusalem - from 
among mayors of suburbs 
west of the city - may have 
a different result. 

*’We will never join Jerusa- 
lem,” said Elie Moyal. mayor 
of Mevasseref Zion, a 
well-heeled suburb less than 
IS minutes west of Jerusa- 
lem. “We fled Jerusalem 
betause we wanted to be free 
of the religious pressure, 
escape the high city taxes 
and have a better life." 

The reddents of these sub- 
urbs are faring the threat of 
mild disru^on compared to 


whst palesfinians living In 
the West ^nk experience on 
a regular basis. This year 
^one, Israel confiscated 
37,758 Palestinian dunams 
(4.4 acres is one dunam) and 
demolished 73 hoises. 

Mr Moyal, however, said 
he bad no intention of sup- 
porting the Palestinians. 
“Olmert wants our money to 
finance his political ambi- 
tions,” be Mr Olmert 
and the Israeli govmnment 
will require substantial 
amounts of money to* their 
Greater Jerusalem plan 
since it entails buildi^ a 
new road Wniriftg Jerusaldi 
with the settlements in the 
West Bank. 

The documents show bow 
the road will be a ‘^securitir” 
one, rirniTar to the large byr 
pass roads built on Palestin- 
ian confiscated land fiar set- 
tlers in the West Bank. Pal- 
estinian officials said the 
road will sever links 
between Palestinian areas of 
the West Bank and East 
Jerusalem while cementing 
links between some Jewish 
settlements in the West 
Rflnlr anri JerUSSleOL 
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Shell audit tells of action on global warming 


By Gonlon Cnnb ta Amteniaiii 
and Robert Gettine bi London 


Royal Dutch/ Shell yesterday 
pablisbed its first externally 
verified enviromnental audit 
and said It expects to 
increase the flaring of 
unwanted natural gas this 
year - paradoxically to 
reduce global wanning. 

The Anglo-Dutch energy 
group says it is still commit- 
ted to putting out the contro- 
versial flares, most of rrtiich' 
are in Nigeria, by the year 
2008. Bat in its report cn the 
health, safety arid euviraa- 
imp^ of Its world- 
wide operations. Shell said it 
expects a rise in flaring 
because it is phasing out the 
more damaging practice of 
venting unwanted mpthanw 
directly to ^ atmosphere. 

Bu rning one tonne of 
methane in the most effi- 


cient flare produces 2.7 
Mnnflg of carbon dinride , a 
greenhouse gas. But Shell 
says “the global wanning 
potential” of directly 
released methane is 2S ti™** 
greater that of carbon 
dioxide. 

Shell’s operations In 
f^eria, where large quanti- 
ties of unwanted gas are pro- 
duced alo n g with erode oil, 
account fbr 80 per cent of the 
9.1m tonnes of hydrocarbons 
which (he company expects 
to flare this year. 

But Shell admitted that 
the figures on flaring in 
Nigeria “are not conaldeted 
to have the desired degree of 
accuracy”. Cor B et kstrOter. 
Shell's retiring chairman, 
described the verification 
exercise as “a truly pioneer- 
ing effort .. .as far as we 
know no other worldwide 
organisation has attempted 


Bocih a laige and thoeou^ 
job before". 

Ibe accountants vriio todt 
pact in the exercise say it 
was one of their toughest 
assignments. 

In auditing for the first 
time the local impact of the 
worldwide operations of 
Shell, a lS0«treag team from 
KPMG and Price Waterhouse 
visited about 30 sites of its 
own choosing, including 
Nigeria, where international 
controversy over Shell’s 
activities has been greatest 

“I this is unprece- 
dented in sixe,” says George 
Molenkamp, a professor at 
the Uedvertity of Amsterdam 
and a director of KPMG. of 
an audit contract worth 
some FI Sm (tSLSm). 

“What most companies axe 
wOliog to pay for is data at 
the head ofBce. What we and 
Shell decided was that tins 


was iKit enmi^ we needed 
to go to the heart of the com- 
pany." Mr Herkstroter said 
in May: “We must show 
people that we mean what 
we say. 

“01115 requires publishing 
sad results and, in 
line with normal business 
practice, seeking Indepen- 
drat ' verification of our 
riaimg where this is practi- 
cable and apprqptiate.” 

Greenpeace, the environ- 
menta] pressure group, 
acknowledges that there hu 
been a change at least in 
tone. “Shell has made a very 
great efibet this year to play 
up its cie den- 

Haig, Its Openness *Tiri trans- 
parmicy,” says Kirsty Hamil- 
ton. its climatq campaigner. 

“The question we would 
ask is what thw shows about 
whether it Is looking to 
«-hgnpp the way it actually 


spends money to meet tiie 
I^ciples set oat” 

Recent investments in 
“dirty” operations such as a 
coal-fired power station in 
Australia and a Canadian 
tar-sands project suggest its 
attitude to foesfl fuels has 
not changed, she argues. 

But Shell has eoumntted 
3500x0 over five years to 
renewable energy technolo- 
gies, in particular solar and 
biomass processes. 

Bnp f wnHigrrfj*! aCODSOttZlg 

can benefit companies in 
two main ways^ Ffrst, it can 
focus internal attention on a 
need {Or savings in the use 
of energy and other materi- 
als. By one estimate, a good 
environmental iterformance 
ran ariti 38 much 8S S PST 
cent to net profits. Shell is, 
for example, seeking mar - 
kets near its refineries In' 
the gas which it otherwise 


baa to flasa off. 

Second, investment Insti- 
tutions are awriraia to pro- 
tect themselves against 
accoaatioDs that they hold 
stakes in dirty industries. 
The cleaner the bill of 
health, especaally if eertifieri 
by an acco u nting Sim, the 
better the chances for the 
share price of a manufiaetur- 
ing mnltinatloiiaL 

Led by Prof Molenkamp. 
Shell's auditors formed an 
opinion on the »ftH.Ananrial 
^ lal^ V a 1 nanl-«. of all itS global 
operations, based on those 
they visited and on data 
aeeumolated from the 
remainder. 

“What we have gone 
throat ia quite a new pro- 
cess. because it has never 
happened brfore that these 
standards have been applied 
to the environment, or 
health and safety.” 


British 
lottery 
'the most 
efficient’ 


BrScMenads 
DanaBbkhii, LMsare • 
hMhNMas Corraspoodeat 
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About 20 (iratectars riakrwd ancient paves isicovered wen baiig doseemsd Reulos 


The UK'S national lottery is 
the worid’s most eflikdent for 
the third year running. 

ai-mr rffwg fo SO fudapSOdiSli 

researdi company. 

The lottery, mu by the 
Camelot oonsoriiimi, ^ves 
more money to the gotrenL- 
memt and good causes, as a 
proportion of Its revenue 
than gay otter latge lottay, 
according to La Fleer's Lot- 
tery World, the US-based 
publication. 

It is also the biggest osf the 
35 lotteries surveyed, with 
ftHfinai sales in 1997/M of 
$9.3bn. The state lotteries of 
Spein and fraly ranked sec- 
ond third with sales of 
$6.S8bn and $6.5bn respec- 
tive)^. 

The research should bol- 
ster Camelot’s attmnpts to 
diversify internationally. 
'Die oonsorttom, vriiidx won 
the seven-year licence to 
operate the UK’s first 
National Lottery in 1994, set 
up Camelot ^temational 
Services, a sabtidiary emn- 
pany, la^ year witin a view 
to running overseas lot- 
teries. 

Ridiaid Brown, dire c to r of 
parliamentary affoiis at 
Camelot, said yesterday the 
oonsortiam was looking witit 
intecest at developanents in 
South Africa which is expec- 
ted soon to invite tendas for 
the operatim of a watirmai 
lottery. 

Under the terms of its 
licence, Camelot is allowed 
to opa^ ovacseas lotteries 
but it must satisfy Ofiot, its 
legnlator, that in doing so it 
does not divert resources to 
the detriment of tiie running 
of the UK national lottery. 

Japan's Dai-Ichi Eangyo 
bank lottar ranked second 
in terms of total returns 
to good causes go vern - 
ment, with t&.3bn, after 
the UK national lottery's 
34.1btL 

The Italian state lottery 
was third with total returns 
of gghn. 


Kazakh 
austerity ^ 
package 



or Cbiiries Btonr to Mosgbw 


Fagakha tsh’s government 
has i^reed to' inqilemeDt a 
package ttf -ai^rity mea- 
sares designed to stave oS 
an ecoDcunle crisis. 

The move comes as low 
cOTomodity prices take their 
toll on the foimer Soviet 
republic's export revmmes 
and world fiMiTetai mattefis 

to be inho^dtaUe 
to bcarowixig- needs. 

The government has 
pledged in a hurriedly u 

adopted memorandum to V 

“take prevmitive measures 
to consolidate the revenues 
Kazakhstan’s state budget 
and to cut its expmiditures*. 

This follows President 
Ntnsiiltan Nazarbayev's ulti- 
matum to his govermnsit on 
Friday to deal with the cri- 
as. “Probably I am warning 
you for the last time;” be 


Almost all Kazakhstan’s 
exports are unprocessed 
oommodities — mainly oil, 
metals, phosphates, and 
grain. Each of these 
accounts for roughly a quar^ 
ter erf its annual trade reve- 
nue of $4bn4SbZL 

Trade figures for this yeer ^ 
axe not yet available, but oil ^ 
and metals prices are at 
their lowest fm* years. In 
addition, the government 
has bad to dday key euro- 
bemd issues this yew after 
the Asian crisis dried up 
ftmrtft fbr e n wrg in g markets 
soidh as Kazakhstan. 

The KaMif'h govenuneof s 
sweeping attempts to 
restructure its bnd^ have 
so had mixed success. A 
decree last year slashing the 
governmait woiktoroe by 25 
per cent was apparently 
never in^lemented, but it 
h^a fflfceri many bbld steps 
towa rds market reform. 

memoraDduni, issued 
at the weekend, pledged to (Q 
cut 10 XNX) state employees by 
September l, along with 
^tending fay state esganisa- 
tions. Ihe govennsoit also 
pledged to l eview con tracts 
with foreign companies 
whidi have not met goveni- 
ment obligatioDB. 


WORLD TRADE 






Steel union says Nafta ‘unconstitutional’ 


By Kaeqr Denne to Wasbhgtaa 


The United Steelworkers of 
America union yesterday 
filed a suit in the U5 District 
Court challenging the cemsti- 
tutionality of .the 3Vi-year-old 
North American Free Trade 
Agreement which oompiises 
the US, Cana^ and Mexico. 

The union, which repre- 
sents 7S0.Q00 industrial 
wortos, and anotbw: groiqp. 
the USA Foundation, which 
joined the suit said approval 
of Nafta by Congress in 1993 


was unconstitutional 
because it was submitted as 
a trade agreement rather 
than a treaty and did not get 
enough votes in the Senate. 

Uniona have ferociously 
(qgnsed Nafta, fearing that 
it would encourage US com- 
panies to relocate factories 
to Mexico .to take advantage 
of cheaper labour. 

Under the US constitution, 
a treaty must receive the 
votes at two-thirds of the 
Senate. However Con g r oj gs, 
which has constitutional 


autiiority to regulate trade, 
has written into law that 
trade pacts could be 
apjaoved by a majority in 
both houses. 

“Nafta is a betrayal of 
American workers,” said 
Geesge Bedter, president of 
the Steelworkers. “Because 
Nafta is a treaty tiiat never 
received the constitutional- 
ly-required two-thirds vote 
in the US Senate, we have no 
racouise but to now sedc a 
judicial review in the federal 
courts." 


Scholars and lawyers have 
long argued about the con- 
stitutionality of the trade 
pact approval process, par- 
ticulaziy since trade agree- 
meats have begun to include 
issues such as food safety 
rules, environment, labour 
and intellectual prope^ 
But a recent ruling 
that the president's line item 
veto was unconstitutional - 
although Congress had 
ceded hlxa power to veto 
individuM itaiw* iq the bud- 
get - seems to have given 


impetus to the case. 

“The Hoose Ways and 
Means Committee has writ- 
ten that Nafta 'is the uiioet 
comprehensive trade agree- 
ment ever negotiated and 
creates the world’s largest 
integrated market for goods 
and services,'” the platotififr 
say in their suit 

“Nafta binds the time sig- 
natory nations together in a 
way that is unique in the 
annals of American trade 
agreements; indeed, it is 
the economic equivalent 


of a ndiitary alliaaca” 
Susan Asronson, a trade 
historian, said fbe suftmii^t 
Ail because Congress bad 
not given up its power to 
regulate commerce. “This 
isn't a milttaiy aBlanee. TUs 
is about trade. How could it 
not be cc mstitutinn a l when 
Congress itself made this 
process pnesibler 
Tbe steelworkers aay 
Mexico used a special consti- 
tutional procedure for adopt- 
ing treaties, and ^ecifically 
described Nafta as a treaty. 


German toolrriakers ride high 
on back of investment surge 


' Toots amfite 
Gennad iiitelifny. 
0eipsttlM!4 
» 


Sales are rising as Europe emerges fhom 
recession. |)ut, asks Peter Marsh, does 
the sector'heed to build global companies? 


I t was not without forebod- 
ing that Klaus Frick, chief 
executive of Index, a big 
(jennan mariiinii toolmaker, 
last year agreed to take over 
Traub, a rival tool company 
based a tew kilometres away 
on the outskirts of Stuttgart. 

TVaub had suBered years 
of ftnaweiai difficulties and 
the whole of Germany’s 
machine tool industry, 
Europe's biggest was only 
gradually emerging from the 
deep recessim of the early 
1990 b. 

But now Mr Frick is smil- 
ing. “It [the takeover] has 
worked out Antastically.” be 
says. 

Behind Mr Frick’s confi- 
dence is the general upturn 
in the German machine tool 
sector. The VDW, the coun- 
try's machine tool trade 
association, eiqiecte output 
this year of OMl5.1bn 
($8.3bn), 10 per cent up on . 
last year. .v . 

^ith 60 per cent of its jeo- 
duction eapwted. tbe indus- 
try is an important supplier 
of manuihetnrlng maclilnery 
fbr a range of sectors from 
vehicles to office equlpmsnL 
It hffi benefited not Just 
front the maimr DMaik, but 
from the hivesbnent suige 
starting to take place acroes 
mudi of European industry, 
particularly in Gennany, 
France and Italy. Continuing 
strong from the US, 


which accounts for about 12 
per cent of German machine 
tool sales, has also helped. 

bi the first five months of 
this year, the German 
machine tool industry's 
order books increased 38 per 
cent on the equivalent 
period last year, according to 
VDW figures. Ideanwhile the 
shock waves from tbe finan- 
cial crisis in south-east Asia 
and Korea - which last year 
purchased only roughly 3 
per npTrt of German TnaciiirKi 
tool scqnilleis' output, out of 
11 per ceot going to Asia as 
a whole - will have only a 
minor short-term effect, 
many in the industry 
believe. 

After the bleak period at 
the start of the decade, in 
which wmebine tool produc- 
tion from Germany fell 40 
per cent to DMlOAbn in 1994, 
much of the Indusby is in an 
iQ)beat*mood. 

Thyssen, the steel and 
indix^al goo& company 
which is merging its steel 
interests with Enipp, last 
year spent DM1.2bn buying 
Giddings & Lewis, a big US 
ynanhine tOOlmak6T, tO form 
Germany's b^seet renphirio 
tMl maker with worldwi^ 
annual sales of DMl.8bn. 

lyumpi; tbe maker of spe- 
cialist la^ mttir t g sirstems 
which is Germany’s second 
biggest machine tool pro- 
ducer. has recently 


announced a Ug rise in prof- 
its. It is spending DfidlOOm 
over the next year on 
expanding its plants in Ger- 
many, Switzerland and the 
US. 

At the Indexrnaub group, 
with combined sales of 
DMS90m last year. Mr Frick 
says he will increase reve- 
nues to nearly DMTOOm this 
year, with much of the 
resurgence due to strong 
demand from the wwldwlde 
car industry, which takes 40 
per cent of the company's 
output 

At MtUler Weingarten, a 
large maker of press 
machines for automotive 
companies, which was hit 
hard by the decUne in orders 
in the early 1990e. the com- 
paoy has retunied to pnrftts 
after being acquired last 
year by a consortium includ- 
ing Schuler, a rival German 
press machine maker, and 
Feintool, a Swiss machinery 
boriness. 

A ccording to Michael 
Heinrich, Mailer's 
finance director, sales 
•are likely to incroase to 
about DM530m this year, 
freon DM480m last year. “We 
have made the company 
more competitive throu^ 
new wariting airangements 
which have cut costs and 
improved flexfl^tF ^ pro- 
ductivity," Mr Heinrich says. 

The conipany expects to 
see sales increases in the 
next few years from a new 
family of “jombo” presses, 
costing up to DMBQm. Tbe 



marWrias can improve ^- 
ciendes in the automotive 
industry by forming the 
complete side of a car out of 
one sheet of metol, rather 
thansevttaL 

Heller, another big Ger- 
man tool supplier, with 
expected sales of DMSOOm 
this year, has boMted its 
revenues through adding 
“service packa^^" to todi- 
Vidual TTiflHiina tOOls. 

Cnstomeis receive heh> on 
how to use their mflnhi'npa in 
specific ^plications, plus 
other equipment needed to 
make the tool more efficient 
These deals can bring the 
total contract price of a 
machine to more than 
DMlbn, on top of the 
OMSOO.OOO that the tool 
alo ne might cost “It's a way 
of adding to our competitive 


edge,* says BerTidt HeUor, 
managing dlreetor and part 
owner. 

Although Mr Heller is con- 
fident oC steady growth in 
the next year or so, he is 
concened that the current 
sales ^mrt may not last. 
”We are seeing a tremendous 
op at the moment, but there 
is a down waiting for us," 
says Mr Heller. 

Others fear that the 
impact of the Asia crisis 
could be worse than initially 
thought. Edson Gaylord, 
chairman of IngersoU. a 
large privately owned US 
machine toolmaker which 
has several plants in Ger- 
many, says that even thouj^ 
business from continental 
Europe is better than for 
some time, the virtual end- 
ing of orders from Korea, 


whicdi was envisaged as a 
big source of future growth, 
is a longer-term worry. 

Others are eoocttned that 
Gennany^ machine tool sup- 
pliers - which are mostly 
smafi. privately owned com- 
panies - lack the financial 
musde to see out the bad 
times tiiat are inevitable in 
an industry hi ghly depen- 
dffit on foe t^tdical swings 
in industrial investment. 

Bertbold LeUnnger, presi- 
dent and majority owner of 
Trumpf. says he has been 
trying for years to persuade 
Industry colleagues to build 
bigger, global companies 

^h ^ ^gb re ^ r B W S tO 

the Indes/Traub deal How- 
ever he oanplains that th^ 
are “too conservative” to pay 
more than Ihi service to tins 
approach. 


NEWS DIGEST 


US SHRIMP BAN 


Washington appeals 
against WTO ruling 

The US yester da y formaly appealed against a World Trade 
Organtoabon pan^ rultog that a US ban on shrimps cau^ to 
nets without turtle spcdudere contravened international trade 
rules. In Aprfl the panel iq:held a comptaint by India. Pakistan, 
ThaBand end Malaysia ihatlhe bari, intended to protect 
endangered sea tulles from drowning In shrimp nets, unteirfy 
inrpoeed US law on third countries. 

Environmental groups, especially in the US, have attacked 
the judgment as yet another mcample of the wty trade rules 
are being Interpreted to tide roughshod over environmental 
concerns. The case has also managed to unite US environ- 
ments organisations againtt the granting by Congress of test- 
track negotiating authcribr for new trade deals, which the 
CBnton admintetraSon needs fbr talks on a parhAmerican free 
trade area and global negotiations cn agricutture and other 
Issues due to start in the WTD late next yeer. 

Washington says In its appeal that the panel mtetoterpieted 
WTO rules In two ways, first to arguing that the US measures 
were not covered by the WTO's exception fbr envnonmental 
conservation, and second to r^ecting amicus briefs sent to by 
environments organisations. Tbe ^>peal body’s ruRr^ to due 
In September. Fi en c ee WOBams, Geneva 

EU COTTON DUMRNG DUTIES 

Brussels action wins support 

Four European Union states yesterday defended the European 
Commission’s deci^ to impose duties on unbleached cot- 
ton Imports from six oouitrtoe - in toe face of a protest by 
eight other EU countries. Italy, France, Spain and Portu^ 
deci^ at an EU foreign ministers' mettir^ that toe Com- 
mission had “carried out the procedure In an exceflent man- 
nei'. The EU's eocecutive, they added, had “virtually can- 
firmaef the existerxK of dumping which damaged European 
Industry, Justi^rfng the measures against China, Egypt, India. 
Indonesia, Pddstan and Tlirkey. 

They were responding to a hi^9y unusual dedaration from 

the UK and seven other EU states tirat the Commissian 
Ignored the wishes of the majority by imposing the provi- 
sional, six-month, duties, maidng a “regrettable decision*. 

Oo(Q Hendereon, UK m fnteter fiar Europe, said the move 
could cost 7,000 jobs in toe UK textile finishing sector. Robin 
Cook, Brfttoh fordgn secretary, said toe dectoration “made it 
petfactiy deer, on the record, that a ms^ority of {EU 
qsposed this rnove” and that the Commission would not get 
the required mlnistertal backing to turn toe duties into defini- 
tive, flvwysar measuras. Nell Buddey, Brussels 
EdBorfal com m enk 15 
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Mail Express and Logistics will lead to a global system where ^lecial delivery becomes the rule ratha- 
than the exception and V.I.R treatment is standard 

T P C 

procedure for all our customers and shareholder. “f-T f-csr 
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The rooms 
begin to fill 
with smoke 


Markets take view that the worst is over 


By IflcUyo NakainlB hi 

In the early hours of 
yesterday morning the tell- 
tale black KmiM Mines wove 
their way through the nar- 
row alleys leading to the 
mansions of the elder-states- 
men of Japan's Liberal Dem- 
ocratic party. Behind Sliding- 
screen doors at the LDP 
headquarters and in pri- 
vately reserved hotel suites 
ter from tte public gaze the 
search for a new prime min- 
ister was banning. 

Whoever is to succeed 
Ryu taro Hashimoto will 
need to persuade the LDP's 
kingmakers that be the 
qualities necessary to pull 
the country back from the 
economic abyss and revamp 
the party’s tattered public 
image. Among the kingmak- 
ers are three termer prime 
mlnisteis - Yasubiro Naka- 
sone. Noboru Takesfaita and 
Eiicfai Miyazawa - whose 
names have also been men- 
tioned as e mergency candi- 
dates until a younger succes- 
sor can be found. 

Then there is Hiromu Non- 
aka, acting secretary gen- 
eral. who is widely consid- 
ered, in the world of 
Japanese politics still ruled 
by seniority, intra-party fa& 
tionalism and consensus- 
building, to be LDP king- 
maker par excellence. 

Members of the largest 
LOP faction led by Selzo 
ObUChL foreign mlniatar flfiri 
one of the leading candidates 
to sncceed Mir Hashimoto, 
gathered to discuss strategy 
at the home of Mr Takeshlta 
within hours of the results 
of the upper bouse elections 

being antinnn<«<»d T nicm 
shite, who has been Mr 
Hashlmoto's mentor, still 
wields substantial mfliiAnge 
in the LDP. But if Mr Obuchi 
is to win the race, he will 
have to ov w r mtnei a negative 
image as an old-style LDP 


J *H f gf Ataxandra Hviiqr bi Tcdqto 

to till as*"*' 

“The feeling is that the 

I worst is over. Mr Hashimoto 

\ mZ ’ was the woist. and the lDa^ 

I N BN N bV ket saw that," said Ryq]i 

Musha, chief strategist at 
Deutsche Morgan Grenfell in 
on measures to stimulate the Tokyo. It was a sad reflec- 
economy. Idr Ksuiyama, who tlon on Ryutaro Hashlmoto’s 
is supported by Mr Naka- tarnished reputation that 
sone. is widely seen as the when he resigned yestuday, 
tevDured candidate, Minoru the benchmark Nikkei 225 
Morita, a political analyst, closed hi^ier. 
says Mr Kajiyama would In the long term, Mr 
send a stnong signal to the Hashimoto's departure is 
public that the LDP is being viewed as positive, 
reversii^ its tight Gscal pol* Japan needs to r^ate its 
icy for an expansionary one. economy, and the author of 
He also has the ability to act last year's Hscal reform 
decisively, he adds. laws, aimed at cutting the 

However, it is almost oe^ oounCry's budget defidC. was 
tain that the current LDP always going to find it diffi- 
secretariat, led by Koicbl cult to do this. 

Eato. the LDP secretary- Mr Hashimolio’s successor 
general, win try to lessen tte will find it far easier to cut 
chance of Mr Kajiyama win- taxes and increase govem- 
ntng the nofflinatiaa. If oot meat spending. Market vola- 
ohstruct his chances alto- till^ may not end with the 
gather. Mr Kajiyama has appointment of a new prime 
been consistently critical of minister. Much will depend 
Mr Hashimoto's policies, and on srtio is chosen. 


of the LDP secretariat who 
have supported those poli- 
cies. Althoi^ the secretar- 
iat has been severely weak- 
ened by the poor 
pttibrmanoe on Sunday, and 
is expected to resign 
together with Mr Hashimoto, 
Mr £tato and company will 
want to salvage their politi- 
cal caraas as best they can. 

If Mr Kajiyama succeeds 
“it will mean Mr Sato's 
downteO", says ‘Takao TbstU- 
kawa, a political analyst 

Mr Rato could try to 
insure against by 
for the dark horse nomina- 
tion of Junichiro Koizumi, 
health and weltere minister 
and a close associate, says 
Mr Toahlkawa. Mr Koizumi, 
a maverick politician who is 
strongly committed to 
reform of the bureaucracy, 
would help revamp the 
LDP’s damaged Image 
atwong the electorate. 

While Mr Koizumi la prob- 
ably too noo-conforznist to 
be accepted by the LDP 
mainstream, there is a 
chance that with intense lob- 
bying hy the anti-Rajlyama 
camp, he could win a key 


" Everyone knows what the 
new administration should 
do, including the LDP," aaid 


Pelham Smitlters, strategist 
at ING Barii^. "Since it is 
so obvious, one has to 
assume that they will imple- 
ment tax cuts." 

But any increase in gov- 
ernment spending would 
have to be funded through 
an Increase in debt. In the 
bond martet, prices foil on 
concerns that a new govern- 
ment’s Gscal policy would 
mean new bond issues to 
back public spendmg. 

A ottical issue for the new 
administration will be its 
ability to deliver reforms for 
the troubled hflwlriwg sectm*. 
Yesterday, banking shares 
rose on hopes a new admin- 
istration would push 
throu^ a iieckagB to help 
Japan’s banking system. 

The new prime minister 
will need to be able to imple- 
ment the LDP’s “bridge 
bank" plan to tackle the 
hanking system’s liquidity 
problems. Rojl Tanami. 
Hnannp stinistiy vice^minis- 
ter, said yesterday the plan 
would be a legislative pito- 
fry in the next Diet session, 
which opens on July 26. 

A further vital measure 
will be tax cute aimed at 

hnnaHng demand. 


Central bankers urge reform despite political turmoil 


Laedlns central bardc povemofs 
yasterOsy teped Japan to 
proceed owdftiy wBh a scheme 
te ovartiauMa troubled bahidns 
^stwn, regardless of podbcat 
uncertainty toBowing the 
reeigraHor yesterday of Ryutaro 
Hashimotn, Japan's prime 
mlrteter, writes Owen 
Robinson kt TolQte. 

in separate m oo fi nga with 
senior Japwtese firtanoe 
ofRcials, the govemofs of the 
us and German central banks 
are also urKierstccd to have 
urged the govern men t to raise 
the mlnjmum capital adeqMacy 
requlremarit of Japanese banks 
beyond the 8 per cent lewei 
suggested by the Benk for 


In the weeks before the elec- 
H/m^ Mr Hashzznoto wavered 
on their eommitinsit to per^ 
maoent tax eats and tax 
reform. 

'The issue cook! be oitieal 
in wvwiiriing mvestoc senti- 
ment. “People will be 
looking for every sign at tax 
cuts. At every mention of a 
tax cot, the markrt will go 
up; every time it is eontra- 


i nl e ma te na l SeHtementa. 

More than 30 central bank 
governors met ywsterday In 
Tokyo for the BIB mortNy 
meetteg, the fsat tkm the 
msetteg has taMng place 
outsids Europe. 

AKbnsVerplaet8e,BIS 
prssidsnt, said the deetekm to 

meM in ^fopen was taken wad 

before ihs Man crisis, and was 
Intended to coincide with the. 
weekend opening In Hong Kong 
of Ihs BIS's test reglonBl 
oflfceL 

But ths meeting, oorrfng at 
the height of Japan's economic 
and pofllical tunnoji, provided 
an kfeai opportu ni ty for 
ntanattenal bankers to apply 


dieted, it win go down," said 
Garry Evans, strategist at 
HSBC James CapeL 
hi tire short term, the lead- 
mdhip atrng^ conld desta- 
bilise markets as rumours 
circulate abont the new 
administration's policies, 
analysts said. 

A speedy resolutian would 
be welcomed all round. A 
long transition conld be 


what some partietpanb - 
desofoed as idbcreet 
pressure* on Japan to forge 
ahead with n e ed ed refonns. 

In recent months, iha central 
benksofiheUS.Bioland. 
Austiafa and Sweden i^ 
been irnbived in helping 
J a p ano s o ayjitefparts teaw up 
ptans to oveifiab the Japeness 
banktng ayitom , ptegtied by 
more then Y77,0b0bn ^SSObn] . 
In probtem ioaw. 

Mler the meeting. Mr ■ 
Veriteietse and HareHetmeyer. 
president oMhe Bundesbank 
and chaimian of the BIS 
meeting, each urged J^an to 
keep the reform process on 
track. - 


destabilising, especially for 
the enrrehey markets. The 
Japanese cnirency looks par- 
ticularly vulnerable. 

On anwrt n wwfiflri *: of 
Aifr Hashimoto's resignation, 
it fell to Y144 againrt the 
dollar, before r^iounding to 
Y141.7 in late Tokyo traihng. 
“What it does hi^il^lht is 
tiiat even wi& .good news, 
there is downward pressure 


od ft» yen,"- mdd Mr Snitii- 

ers at Barings. 

Tbe key to the immediate 

peifonnaiics of fire yo may 
tie idal the US adnnoisbu- 
-tiOD mate, of Mr Haghi- 
woto’x; departure and the 
policy inqpticaiaons of a 
change of govermnetxL 

The tlS iotmened in cur- 
rency markets a montii ago 
to pn^ up the yen. That 
move was intanded to boy 
time for Tote to come up 
wiQi new measures on the 
hariHrip and fiscal fronta. 

The DS reaction to last 
numth’s annoimcviaent of 
new ffnandal proposals and 
to lart. wedc’a bants of what 
may. come.ln tte fiscal 
age was mfldly supportive. ^ 

The difficidt quretion tar * 
the US is whethtf. In the 
period (tf unoetain^ before 
a new leader takes office, the 

yoyi TU qy 

Tha*e was op hint yesta-- 
day the US view of the 
latest devdomDaients but the 
doBar gave im some of its 
early gains after Robert 
Aul^ Treasury secretary, 
said that US dollar policy 
was unchanged and that the 
weak yen remained tbe focus 
of administntion concerns. 
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Japan's nBng parly: the economy takes Hs toH 
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I oMMfed re Sundw to*-aiacten fetei In bracksel 


politician wanting in leader- job, such as finanrti mini*. 
ship girillg and with little ter, says Mr Toshlkawa. 



IBteriaaawrase. 

route 




eqierience of economic man- 
agement 

His most fonnldable rival 
is Seiroku Kajiyama. an out- 
spoken critic of Mr Hashi- 
moto who has earned sup- 
port for his bold initiatives 


For tbe next few weeks, as 
the political horsetra^fing 
continues, tbe whispers 
behind sliding doors and In 
smoke-filled rooms can be 
experted to grow louder by 
the day. 


feateqeMcqfHtaf u Mfc 



JAP AN FORE I GN PO LICY IMPUCATIONS __ 

Bureaucrats 
may take 
control again 


biTMgrQ 


NEWS DIGEST 


JAPAN THREE-MONTH-OLD PARTY FEEDS ON L DP UNP OPUL ARnT ^ J __ 

Success surprises Democrats 


CHEK LAP KOK WRPOHT 

Hong Kong ombudsman 
to launch inquiry 

Hong Kong's ombudsman launched an independent inquiry 
yesterday Into the chaos that has beset the territory’s new US 
SaObn airport. The inquiry comes te response to rising pubirc 
anger over dterupOons to flights, air cargo transportation, and 
passenger services during the airport's test week of opera- 
tion. 

Andrew So, the ombudsman, said he might summon offi- 
cials from the government committee responsible for the air- 
port. which is chaAed by Anson Chan, chief secretary, to give 
ewdence. Tbe inqiary would also determtee whether enyone in 
the government should be held finenctally responsible tor the 
disruption, he sakf. Tbe government launched its own investi- 
gation last week. 

Although the HK Airport Authority said yesterday that more 
than half of afl flights were on time, the operatims of the terri- 
tory’s largest cargo handler, Hong Kong Air Cargo Terminals 
(HACTL), remain at a standsbTl, O^fifth of the territory's 
exports and almoet a quarter of afl imports are transported by 
air. Mi chac i l Lipin aid Agencies 

PHILIPPINES-MALAYSIA 

Bilateral trade payments deal 

The Philippines and Malaysia have signed a bilateral trade 
payments agreement designed to reduce dependence on ttie 
dolla and reduce transaction costs. 

The deal, signed by the cenfral banks of both countries in 
Hong Kong at the weekend, is the first of its Mnd within the 
nine-member Association of South East Aslan Nations. 

Every two months, the total of imports and exports between 
the two countries will be n^ted out, with the balance payable 
in dollars. Trade between the two south-east Asian economies 
reached $1.6bn last year and has been grovring at almost 35 
per cent (or the past three years. 

Gabriel Singson, Phifippine central bank governor, said the 
agreement was an initial step. If it proved viable, the Phifip- 
plnes wodd probably sign further bitateral arrangements with 
other countries. Jus^ MaroBf, Manila 


KOREAN TENSION 

Seoul, US agree measures 

StaJth Korea said yesterday it had agreed with the US on joint 
operations against any future limited provocation from North 
Korea. It follows the dlscoveiy of the body of a suspected 
North Korean spy at the weekend. 

The statement said top miiHay officials from both countries 
discussed joint counteTHbeasures against the recurrence of 
submarine infiltrations *and other kinds of limitad provoca- 
tions*. 

A sub was (bund three weeks ago pwtiaily submwged 
about 11 ntiles from the east coast town of Sokcho about 60 
miles north of Donghae - after It became entangled in fishing 
Nine buflet-ridefied bodies ware discovered inside. 

South Korean troops were searching for North Korean ^lies 
on the east coast after the body of a suspected spy was 
found on a beach on Sunday at Donghae, 55 miles south of 
the dwnilitarised zone. Reuters^ Seoul 


^ Metriya NakateolD 

Tbe tbree-moDtb-old 
Democratic party was a clear 
victor In Sunday's upper 
bouse elections, its strong 
perfbnnance siuprising even 
party leaders. 


lie. It represents a coabtion 
of difl’erent political affilia- 
tioDS and is also plagued by 
internal tensions. 

Nevertbeless, tbe momeo- 
tum provided by Sunday's 
strong showing will allow 
Itlr Kan to rally the party as 


tbe nmch more izaportant 
lower boose, which are due 
ln200a 

Bdr Kan hopes to baild on 
Sunday's electioa success by 
creating an ppposttion alli- 
ance modelled on Italy's 
Olive TTee coalition, to chal- 


Japan’s disgruntled voters 
! may have rejected I^utaio 

\ Hashimoto for his weakness 

' in l»T»d14r>g d mn o ttt te 

But in hdwttaHftrwi dieles, 
Mr Bashimoto was known 
for strong ideas and a 
hands-oa approach. 

In a marked departaxe 
from the ftrtfr dydomacy dis- 
played by predecessors. Mr 
Hashimoto forged the kind 
I of informal relationahipa 

witii leaden which last year 
saw him quaff vodka and 
share hotspring baths with 
■ L-f- :. Boris Yettsiii. Russian pi»l- 

denL As a result, Japan-Rus- 
~ sia rdatims flouiish^ and 
were bMdinp toward resolu- 

- — — — — pj. ^ decadefrold teiri- 

. torlal dispute over four Rns- 

to TO Sian-occupied islands north 

lUvJTdlS of Japan. 

“Mr Hashimoto had a style 
of his own." said a Japanese 
its position in the upper dj|pi«nat. “He often wouldn’t 
house by more than dou- want tbe foreign ministry to 
tiling its seats to How- handle controversial ques- 
ever, the hindles to fotizring tions." An example of Mr 




its position in the upper 
house by more than dou- 


"The result shows that tbe lenge the LDP’s h^ on gov^ 


people have sent a red card 
to the Liberal Democratic 
party.” said Naoto Kan, 
Democratic party leader. 
Whfle Mr one of the 
most popular pohticians in 
Japan, was clearly elated by 
tbe result, he acfaiowledged 


The people have 
sent a red card to 
the Liberal 
Democratic party 


the result represented a iro- — own. 


MTlmPTlt- 

The Democratic party, 
with just 47 upper house 
seats, compared with the 
LDP's 102, and 92 lower 
house seats agalzzst tbe 
U>P's 363, ts still too small 
to ahaTlenge tbe LDP on its 


test against the LDP rather 
than support for his own 
party. 

Pre-election polls, which 
gave the DP support of only 
about 9 per cent, indicated 
that the largest opposition 
party is still legaided with 
some suspidon by the pub- 


well as to take bolder mea- 
sures in pressuring the rul- 
ing party on policy issues. 

How successfully Mr Kan 
peEforms win determine tiie 
efiectiveness of the DP as an 
opposition force to the LOP, 
pmticularly in elections to 


Mr Kan’s nTnhiHnma fryp an 

opposition alliance received 
a boost at the weekend when 
Tetsuzo Ftiwa, diainnan of 
the Japan Commonist party, 
tndicafed he was pr^tared to 
support Mr Kan's bid tor the 
prte mtnistarship. 

The JC? also strengtbesMd 


a broad-based oppositfon alli- 
ance remain b«gb There is 
strong resistance among 
soma zoembere of tbe Demo- 
cratic party to jdalng wltii 
ttift Communists. Other par- 
ties too have yet to be con- 
vinced of the advazzteges. 

The Democrats also fisce a 
delicate task putting pres- 
sure on the LDP on polfoy 
issues without alienating tlm 
public by seriously Jeopar- 
dislog the Japanese govern- 
ment's programme for eco- 
nomic recovery. 

Public dlsUlusionmeot 
wlfii tile LDP has given tiie 
Democratic party ite biggest 
chance ever. Boilding on it 
win provide the toughest 
teat of Mr San's jiolitical 
skills. 


Hashimoto’s direct approach 
came yestsjtiay, when be 
decided to call directiy BUI 
fiiTt|tnn aT| d Jactpies Chirac, 
tbe US and French presi- 
deoDts, to ten thwifi h* would 
not be visiting them as 
planned next week. 

Win Japan’s foreign policy 
procasses diange under a 
new premiez? To an embar- 
rassed Sergei Eiriyenko, 
RussiB’s prime minister, wh o 
yestei^r became Che first 
visitor to meet Mr Hashi- 
moto after his resignation, 
the outgoing leadex said his 
dq wuln re would "make no 
difference* to tiie progress of 
bilateral relations. 

Indeed, a contender to 
replace Mr Hashimoto. is 
Erizo Oboefai, foreign minis- 


ter, who has solidly sup- 
ported some of Mr Uaehi- 
moto's diplomatie initiatives. 

But Mr Obuchi has csily 
been In his position since 
last year, and even if he 
became prime xnijiister, pol- 
icy initiatives would be 
likely to reve rt to the hands ^ 
of itifiitawriai foDTcign minis- 
try bureaucrats, analysts 
say. 

Con tr oversial legtelation 
to Japan’s trilatsal 

defence ties with the US - 
an fnitiative pnsbed by Mr 
Hashimoto - must still be 
passed in parliament. Mr 
Hashimoto’s support for 

a« panding rWiptnm Hpr WSS 

wticomed hy Washington, 
even while US leedets aitic- 
ised Tokyo’s foot-dragging 
cm banking system refonn. 

Mr Hashimoto also sou^t 
to -upgrade Japan’s frosty 
idatioms with China, one of 
the most awkward foreign 
policy issues for Tokyo and 
one which often draws angry 
reminders of Japanese war- 
time atrocities in China. Jap- 
anese commentators drew 
on M* QxDtOD'k recent visit 
to China to warn that grow- 
ing 51no-US relations would 
undennine Japan’s rations 
with Wadringhm. 

But this wedt, a discreet 
but zznpcHtast foreigD poiicy 
adiievemeDt will take plaee^ 
Id Tokyo, when senior Jaj^ 
nese, VS, and Chimse offi- 
cials anfl anartamiffs meet for 
the first Htna IQ Q quasl'hh 
formal setting to discuss 
security issues. Japan is caO- 
the meeting a "track 
two" Initiative. "We don't 
want to scare other coun- 
tries in the regton with the 
idea we are developing a tri- 
angular security-oriented 
relationship.* said a Japa- 
nese diplomat 
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India ‘faces big fall in China breaks ground 
net capital inflows’ with Taiwan visit 


arr:i 


^ Mark NfcMsoe in New DeU 

India fecee a sharp fall in net 
capital Inflows this year and 
may have to draw down cur- 
rency reserves, according to 
a leading Independent Indian 
research agency. Tbe Centre 
for Monitoring Indian Econ- 
omy (CMOS) blames sanc- 
tions following India’s 
nuclear tests, political uncer- 
tainty, and investor pessi- 
mism towards both India 
and Asia. 

In the first independent 
assessment of the potential 
economic fall-out from 
India’s nuclear tests, the 
CMp: estimates that sanc- 
tions and native sentiment 
will cut det inflows to glbn 
for the year, compared with 
flows of $7.7bn lart year and 
$9.3bD a year earlier. The 
estimates embrace official 
and private investment 
flows. 

The agency concludes that 
India may be forced to draw 
down reserves by SSfan over 
the year, dependbg on trade 
performance, possibly reduc- 
ing them to $2lbn by next 
March. 

Its estimates are based on 
assumpttons that foreign 


direct investment will match 
last year's gSbn, with foreign 
exchange deposits from 
“non-resident Indians" 
remaining Arm at <l,Sbn. 

However, the agency 
believes sanctions will lead 
to a net foreigu asstetance 
outflow of llbn as aid repay- 
ments exceed reeetptSi while 
forecasting sharp Calls in for- 
eign portfolio investment 
ai^ a rise in debt servieir^ 
over tbe year. 

Foreign Institutional 
investors, which have with- 
drawn more than |400m 
from Indian debt and equity 
markets since the country’s 
nuclear tests in May, are 
expected to withdraw $lbn 
over the year. IMF and other 
offidal debt repayments wQl 
account for a furUter glbo. 
while repayment of rommer- 
dal foreign debt will result 
in a net outflow of tSOOm. 

"There is no immediate 
payments crisis on tbe hori- 
zon.” said Mahesh Vyas, 
CMIE executive director in 
Bombay. "But this is not 
what the economy should be 
doing." 

The Indian government 
this week announced terms 
for a series of Teeurgence 


bonds" availatoe to nou-cesi- 
dent Indians. 'The Issue in 
August Is expected to raise 
tsbn In foreign exchange. 

QttlE estimates also sug- 
gest India may cot its trade 
deficit thif year, assuming 
impnt and expurt growth to 
dollar terms 6 ps cent 
This would cut tile trade gap 
bx 1998-99 by 7A per cent on 
last year to SS^bn. 

However, moat recent offi- 
cial figures already suggest 
the CMIE’s trade figure esti- 
mates are optiffllsric. 
Exports for the first two ' 
mouths of this ffsrai year 
were more than 7 per cent 
lower against tbe corre- 
sponding period lest ym. 

“Certainly the underpin- 
ninga on tite external girts 
are fragile,” said Mr Vyas. 

Overall the CMIE foresees 
a disappointing year fca- the 
domestic economy, suggest- 
ing gross domestic inudoct 
growth of i.5-5 per cent, 
against government expecta- 
tions of €.5-7 per cent. It 
expects a poor agrlcultoral 
performance over the year 
and a further dip to ah^y 
sluggish indostrial growth, 
to 4.5 per csSA against 6.6 
last year. 


KresebiBegtag 


China was preparing 
yesteiday to allow its first 
minister to visit Taiwan 
since the end of tbe erntnogo 
dvll war in 1949, to empha- 
sise a message that Taipei 
should hasten progress 
towards political n^tla- 
tictos with Befltog. 

Thu TjLiti, minister of sci- 
ence and technology, was 
due to travel today to the 
I island that Beijing regards 
I as a renegade province to 
attend a seminar, officials 
said. She is to spand M gb* 
days ia Taiwan wltii a 14- 
member del^stion and pa^ 
ticipate in “onoffidal" meet- 

Tbe visit has raised some 
hope for a thaw to tense 
rations across tiie Taiwan 
strait But it was far from 
certain that Taipei would 
agree to Beljtog’s request to 
hold procedural taifa* aimed 
at evmituaZly evohrlng into 
discusstons on reunification. 

"Technical" talks on 
issues such as the repatria- 
tion of hijackers and fishing 
disputes were broken off by 
Bering in 1995 to protest at a 
visit by Lee Teng-hui, 


Taiwan's president, to his 
alma mater in the US. Cor- 
nell Uuiveisity. Chto^ mis- 
sile tests near Taiwan in 
1996 were meant as a wam- 
tog that Beiltog could attack 
the island if h ever decla^ 
tod^endence. 

But tiiis time. Beijtog is 
resolved against resuming 
any “teehnical" contacts, 
Trtiieh It believes provided 


China wants to 
push Taiwan into 
hastening 
progress towards 
political talks 


Taipei with ample scope to 
avoid broaditog any political 
issues. Sensing swelling sep- 
aratist sentiment in Taiwan, 
Befling recently decided to 
alte the US a role In per^ 
suading Taipei to come to 
the negotiating table. 

Semel tofonnal visits by 
itiniigiiKai fonnte: US admin- 
istration officials has con- 
vinced Taipm to show more 


wUItogness to toaprove rela- 
tions with Ghinn- 

Tang Shubei, vice-presi- 
dent of China's AasodaUon 
for Relations across the 
Taiwan Straits, said that 
President Bill C^ton’s visit 
to Cftiina this month had pro- 
vided "favourable eonditioDS 
for the develcgnnait of cross- 
strait relations”. Mr rtiinton 
made the first statement by 
a US prerident of the "three 
no’s" - no support for 
Taiwan independence, no 
simpott for "one-Oitoa, ooe- 
Taiwan" and no siQiport for 
Taipei's membership in 
organisations requiring sov- 
ereignty. 

But barriarB to genuine 
rapprochement between 
Ta^ and Beijing remain. 
Taiwan wants Beijing to 
reo^nise that it is a ‘twliti* 
cal entity" separate from the 
mainland, but China flatly 
rejects this. 

From the us pmspeetive, 
too, there are problems, ur • 
Qinton has drawn criticism 
to the 0 $ for bis "three no's” 
statement, and the US Sen- 
ate last wed voted S24) for a 
resolution ntatog the "ksg. 
peaceful, friendly relation- 
ahip with 'Taiwan". 
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By Uulse Kehoe and Roger 
iBylof In San Aanclsco 


Leading us high technology 
coinpanies have put ibrvi’ard 
an miliative to break a stale- 
mato with the US govern- 
iDOJjf over export controls on 
the technology used to 
scramble electronic mes- 
sages. 

The new approach 
Involves giving network 
administrators the ability to 
obtain a decr3p*pted version of 
a message, should they be 
required to do so by a court. 

Government agencies 
including the Federal 
Bureau of Investigation and 
the National Security 
Agency, have demanded 
export restrictions on 
encryption, which the Com- 
merce Department has 
enforced, on the grounds 
that the message scrambling 
technology may he used to 
mask criminal or terrorist 
activities. 

The computer and soft- 
ware industries maintain 
that racryption is essential 
for eleclTonic commerce, 
where it is used to protect 
financial transactions, and 
to protect sensitive informa- 
tion transmitted over the 
internet. 

So ihr. efforts to reach a 
compromise have floundered 
with the government achiev- 
ing only muted indostry sup- 
port for 8o«alled “key recov- 
er)'” systems In which the 
secret code needed to unlock 
a scrambled message would 
be lodged with a trusted 
third part)'. 

Now 13 companies - 
including the leading pro- 
ducers of data networking 
equipment. Ascend, Bay Net- 
works. Cisco Systems and 
3Com as well as software 
leaders Microsoft, Netscape 
Communications and NoveD, 
cmnputer security ^lecialists 
Network Associates. Red- 
Creek Communications, 
Secure Computing, as well 
O.S Sun Microsystems. New- 
lett-Packard and Intel *■ hove 
thrown their weight behind 



Chembeiiu safely important 

a new compromise traitoA a 
private doorbell 
Under the anyone 

lawfully to unscram- 

ble messages would not have 
direct access to the code 
keys, but would first have to 
serve a court onto on the 
network operators who 
would be able selectively to 
decode the indKmatiofL 
limits on the deveilopmait 
and export of encryption 
technology have been seen 
as a serious barrier to the 
development of electronic 
commerce networks. 

“As the internet conttDiies 
to drive economic and job 
opportunities worldwide, it's 
important that customers 
fed safe doing buslsess on 
the web,* John Cbam 
hers, president and CEO of 
Cisco Systems, the market 
leader in data networking 
equipment. The company 
aaid customers had emiAiati- 
eally refused to buy products 
that encrypt data if they also 
“facilitate unauthoTlsed. 
covert surveSlanee”, 

One Umitation of the new 
approach is that it would 
work where data was sent 
over n etwo rks nm by inde- 
pendent operators - not 
where data was sent 
between directly linked com- 
puters managed by the same 
people creatiiv and encod- 
ing the data 


GMto 
recall 
nearly 
Im cars 


By NHd TStt ta CUeago 
andagamte 

General Motors, the largest 
of the US carmakers where 
production has been largely 
shot down by strikes at two 
parts lUfltifa* In Mi^hig aw, la 
to recall nearly Im cars 
because erf problems with sir 


The recall primarily cov- 
ers Chevrolet Cavaliers and 
Pontiac Sanfires, but also a 
gmatTor number of 
DeVlUe, Concoors, Eldorado 
and Seville cars. The prob- 
lems centre around faulty 
deidoyment of the air bags, 
and will require software 
adjustments. Air bags have 
been a subject of some con- 
troversy - kflUng a number 
of In recent years, 

althoQgh saving many more 
lives, aocofding to data from 
the National Ifl^way Traf- 
fic Safety Administration. 
Carmakers have generally 
resp o nded by provided “on- 
off" switches fbr most mod- 
els. 

Meanwhile, GM - whkb, 
under normal elrcnm- 
stances, would have 
restarted iroduction yester- 
day after its traditional two 
week summer shutdown - 
said yesterday that 166.900 
worken had now been laid 
off because of the two strikes 
in Flint Hie pro^eet of any 
early settlamieiit evaporated 
on Sunday wi g h*, when (3Cs 
negotiator, Mr Gerald 
Enedxtel, said that he was 
rrtnming to Detndt 

Inst week, the rhawfi— of 
a resolution had seemed 
brighter as talks with the 
United Auto Woikers union 
intensified, «nd began to i«hu 
inrip w* day. 

Mr Kneehtel's departure 
from face-to^koe telks^ how- 
ever, would seem to tettiegte 
ttmt the di ^rrt^ codd 
into At«ust • as many on 
the union ade initially pre- 
dicted. Shares in GU - 
which win report its wnwii 
quarter earnings today - 
dumped to I68K yester- 

day. The 4dtuatkm for GM 
win beomne graver as deal- 
ers run low on stocks. 


Adult movie makers bare all their wares 


The big studios and TV networks tout femily values and 
video fare while pom-makers flash their family jewels and 
much else besides at Las Vegas' annual video convention 



T he dapper-boards and 
bedspfings of tha San 
Famando VaO^ fan aflent 
tot wadi aa the fSm-makers 
Loa Angelas tries to Isnore left 
town to awpcaa tha me sl v ee to 
man in sute and other people 
' who wear dothea to work. 

I The ao-called “adult” movie 
I producers and actora from 
this sunny 'miand andava 
turned otk in frf I toroa and 
akknpy finery to paddle their 
vmrea and stnit their stuff 
emong 10,000 video store 
operators at the annual 
oonvantion of the VIdao 
Software pealofi AaaoeiBtion 
in Las Vegas. 

Thla extraordtoary bazaar la 
one or the busleat Bales and 
talking shops In the Nevada 
atya calendar, k eomUnea 
elements of straight fifrn 
buaInMS, tod-todng 
business samlnarB, and the 
flaunttog of fleeh in a charivari 
of choorfti carnality. 


On one stda of the 
pertftlorting In Ihe convention 
hail, the big studtoa and 
tatevUen nstworto tout thair 
famiy vaiuea and video fare 

for the rataS and lantal 
operatora who generata about 
$8bn a year in revenues. 

On the other, the 
pcm-mBlcBrs flash their famOy 
je wete arvi much etos beaides 
In bootha bedecked virith 
blocks, tacMe and rigging 
enough to lit out the Rfth 
Rest On the evidence 
avaOebie, b o n d aQs la atU Ug 
bualrwas In tha back rooms of 
the nation's video storas. 
Rubber and silicone in 
aiarmtog configurations, sizes 
and toeattorw ta eiver popular 
in the “spaefaBst* ouilBta 
whto coilact moat of the 
esti ma ted S2.Sbn in domesttc 
rervenuea gener a ted annuaBy 
by the man and woman 
trained at the achooi of 
txa t zontai acting. 


Beyond toe pertifion last 
week, the queues of 
buainasamen and the 
occasional woman waiting to 
be photographed in tha 

company of iadtes in tattoos 
and body makei^), and studs 
in studs and leather marked 
where toe Rtw bhas between 
eoftwara and hardcore. 

The cBstinction appears to 
have- been obBtersted 
al t ogether in the San 
Fernando VaUey> which Is 
currently dieting wtoether H 
can afford to ^9lit Itself off 
from LA and become a 
saif-fInanced dty In its own 
fight For valleyitea, adult 
entertainment is a big and 
important businesa. 

Nationwida. the people who 
give erotica a bad name chum 
out 7,000 Xrrated videos and 
fiiim a year. About 70 per 
cent are made to the vaBay, at 
a pace which leaves 
Hoflywood'a yearly output of 


Letter from 
Los Angeles 
Christopher takes 


about 500 featuree in the 
shade. 

They use recyclable props 
and scripts toe very model of 
economy and post-production 
work is largely limlt^ to 
dubbing soundtradcs with 
huffing, puffing, squeaks aTKi 
grunts. 

The Industry has its own 
film festivto and awards 
co r o moni eo . has dewelopod 
custom technologies such as 
the C-light (don't asl0. As tot 
year's hit HoHywood 
production of Boogra Nights 
demonstrated, the pom 
business is as much a 
tetfUmate subject for film 
mekers as romantic comedy 
and cope and robbere. 

It has even started 
deve>op i r\g symptom s of a 
code of oortduct - a social 
consefence. perhaps. 
Admittedly, the rrtove was 
motiva t ed by sett Interest 


foOowbig the HlV-po^tive 
fSagnoses of three actreasesi 
but a recant agreement 
betvraen leading producers to 
Insist that condoms wW be 
used maikec! something of a 
turning point 

Althou^ gay pom makers 
have long insisted on such 
protections, toe hetero s exual 
branch has re si ste d on the 
grourxis that the French letter 
has no plaee In the average 
saxfentasy. 

But the ascent of women In 
the htouatry has encouraged 
change. Shane Enterprises, 
one of several leading 
coTTtoanies run by fbrrnar 
actresses, elected unilaterally 
to make condom-only videos 
early this year when it became 
dear tftet the “mandatory” 
monthly Aids test for actors 
was InafRcleriL 

Urtder pressure from 
performers, other producers 
jo'irwd in more rausnlly and, ki 
a memorable declaration, 
prodabned toe rubber da 
rjffeur, and the sex industry's 
equhretent of seat belts and 
air begs. 


IlfTEBWeT SERVICES E-THE PEOPLf HOPES TO HELP P UBLIC FIND THE R IGHT THEIR C0MPWINTS__ 

Web site aims to cash in on politics 


By Rogar Tayior 
taSnFrwiiico 

Politics lias become the 
latest area to attract US 
entrapreceurs hoping to 
Tfiairo £ Jortoite from the 
tntorwat hOOm. 

J&The ta^ile, (trnnaHVkc- 
pecpie.eom) wUeh is to be 
launched on Augnst 1 in 
assodation with over 30 US 
newspapers, aims to make 
cmwpfgfnfwg a IdsuFB activ- 
ity. 

The Internet she, wUeh is 


built aromid a of 

140,000 federal, state and 
local potiticians, lets users 
search for the right penoa 
to send views on any partio- 
nlar subject. R tiien deUvera 
a mnssage to tiiat pegraonby 
e-mail or 

Tha new she will chal- 
lenge IrrffTTmt 5MT». 

vices such as Capweb, 
(ie 0 te.eoptpeb.nef>. whidx 
lists ns congressmen, 
together with e-mail 
addresses and background 
data. Capweb is run by Net 


an consul- 

tancy for political organisa- 
tions. 

Unfike most poKtical web 
sites, B-Tha People is not 
connected to a political 
organisation. The venture, 
devised by Alex Sheahunoff, 
a 24-year-oId technology 
entrepreneur, has been 
financed by psivata backers. 

Mr Sheshnnoft hopes to 
Mwniato the success of other 
martlw aUae -Qtv^ es 
SporisLine, the sports infor- 
wiatinm Service, whidi is ctn^ 


rentiy valued at over $400m. 
He wants to attract a chunk 
of the millions spent on US 
political advertising. 

Newspapers inHwrting the 
New York Daily News and 
the Portland Oregonian are 
planning Mnlto with tiie Web 

irite , which bag the potential 
to be used to co-ordinate 
local nampaigna or CKUluCt 
reader polls. It has also 
attracted interest from cam- 
paigning organisations 
which believe tirey can use it 
to set up petitieaas and alert 


relevant politicians every 
time a ^ven number of 
people sign. Several lobbying 
groups such as Pax, the gun 
control gt 019 , are planning 
to use the service. 

Internet media sites such 
as Yahoo, the popular tnte^ 
net directory, or ^ortsLine, 
are currenfly enjoying aston- 
ishingly hi^ ratings on US 
stock markets. Mr Sheshu- 
ncA vronld not commoit on 
whether he planned to cash 
In on the boom by taking his 
company to tire market 
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Jamil Mahuad: Harvartj-educated mayor on the way to the top 


Mahuad heads for 
narrow Ecuador win 


By Justine Newsome In Quito ^ 

Jamil Mahuad. candidate of 
the centre-right Popular 

iX’Uiocrac)' (DP) party, wot 
a narrow viciur)' over multi- 
miUionain* business Alvaro 
NoIkki m Ecuador's ^si- 
di-iUial eloiftions on Stmday, 
.urconlmp to preliminary 
resulls. Mr Mahiiad, who 
will stand down as mayor oi 
Quito and is oxpeeled to tate 
up lift' presidciii.'y on 
111 r4*ii*ivt*d an estimated &i 
pr'r coni of the ^ •.rti?. 

The n laiive suivess of Mr 
Noboa. a novice politician 
who caiw just a Iirtlc orer 
UMI.OOO votes behind Mr 
M:thuiid, was a signal that 
ihe i’ountr)’‘s owfital pco^e 
wm- rentiy it. claim their 
saul Leo" Febres 
Cwdeni. rmtyor of the com- 

int-rcial port of 
nurim; the L‘:«inpi‘>t”n Mr 

m"" Mahusd-. 

siroiiBhalrt. and 

‘"oST“-ni«s «m bd 

relnia.'.l iDnsomai-- a 
the indic.tiions In 


own private poll showed a 
narrow victory fbr him. 

Reconstruction of the 
coast, where the El Nifro 
weather phenomenon has 
caused over ttbu wortii of 
damage in destruction of 
roads, bridges and agricul- 
ture, iand left more than 
20,000 people homeless, will 
be a top priority tor the new 
government A study of road 
damage has identified the 


‘Our proposal is 
to work on 
education and 
health’ 


need ibr f80Qm of interna- 
tional funding, said Mr 
Mahuad. A further SSOOm 
will be rdsed fiton a 

and a small contribu- 
tion from the state budget 

The effectiveness of 2dr 
Noboa’s campaign, which 
gave or promised free medi- 
cine. tood and cheap housing 
to Ecuador's poor, has high- 
lighted the urgency of 
improving basic services and 
stimulating Caster Rconqmie 
growth. 

“We are turning out gov- 
emment proposal In a totaOy 

sodal dizwtlOT. The ivobiem 


of poverty is the coontiy's 
greatest problem. Our pro- 
posal is to work on ednear 
tion and health,* said Mr 
Mahuad, vrtio has pledged to 
create 9Q0JXX) Jobs. 

Although growth la gross 
dcontetic product could be 
negative this year and infla- 
tion around 40 per cent, Mr 
Mahwad asphed to average 
grovrth of 5 per cent 
and inflation below 10 per 
cent by the end of Ids tour 
year tom. 

After years of policy 
changes and postponements 
in sectors sn^ as ofl, tde- 
communications and elec- 
tricity, Ecuador has been IMt 
at the tail end of Latin 

Amteica’a ec on omic zoodsm- 

isatlon. 

*We must bring foreign i 
investment tlirou^ clear ! 
rules and judicial security. ! 
We will have a govenmuot ' 
beyond any doubt in oattas 
of oormption. I behave we < 
can have the best human ; 
team in terms of honesty 
and training,” said Mr 

Ifahwad 

*”Ihefe is a rfiance for the 
country to change and this 
must led by the private 
sector. The state does not 
have the economic resources 
fbr investment or malnt^ 
nance.” said Joaquin Zeval- 
lOB, prestdent of Gnayaiptil^ 
chamber of ccanmerce. 


to 199?’, the SlCtVGroap ackleeed 
rsvoni sales mdeanangs. Asa 
/esufr q/’provtA to opentfrv 00 - 

measures onei the expansion 
cftsconsoMztedpnxgn Groap 
sola surged bg 40% to neoHg 
DM A5 bUSon (up 0% nvitulfitg 
aetjaidtions and tbiestiticres}. 
ThanJa to thefirst-Ome tnetuskm 
of Master Bidden Tedaob^es 
OdBT). the proportion of 'mter^ 
nodanal sales rose to 7€% cam- 
poredto57%d\epredoasy9ar. 








WITH INVESTORS 

1997: Record performance 
in year of consolidation 

Three yean after its IPO, the specialur chemicals company SKW IVostberg AG ranks today as a proini- 
nent tatemational group with 70% of its sales outside of Germany. AD three divirions - Nature Products, 
Chemicals, and Construction Chemicals - maintnm excellent positioDs in world markets. 

Po aftl oned for fUrtiicr it mei th 

Within one year, the large MBT acqm-merger was fiiDy integrated into the ConstrnctioD QMwnto«ig 

DMsioii. The integration process in the Nature Products Divisfon of 
the French company SBl Systems Bio-tndustries purchased in 1995 
(since January 1998; SKW BIOSYSTBMS) is neaxing successful com- 
pletion after an impressive turnaround performance. The Ghemica] 
Division substantiaDy improved Us results, particiilaiiy in the special 
and fine chemicals segment Raw materials for pharmaceuticals and 
protection ^ents as weU as dietary supplements are the main 
piDars of tins divisioiL 

Thanks to the GroiQi^siicc»siu!diversific8ti(m strategy, the crisis 
in Asia had only marginally adverse effects. Sli^decliiies are being 
Qffeetl:^ growth in other regions. SKW plans to continue its sustained 
course ofi^namicandjudidoas growth. Expansion wiD stem frinn 
both organic growth as weD as acquisitions. 

Third consecutive dividend Increage 










^ reward the confidence of SKW shareholders, the Board of Man- 
^ement and the Supervisory Board wfll propose to the Annual 
Sharebdders’ Meeting on July 17, 1998 a dividend of DM 1.20 per DM 5 share - up from DM 1.10 the 
previoiis year. 

SolM start IB 1998 

bi the first montiis of 1998, Group sales and results from operating activities both exceeded the figure 
of the comparable yeareariier period. Poritive trends in key markets, coupled with a strong US dollar, 
siqiport SKW^ optimism for coothiiied promising development of the Group althou^ uncertainties in 
Aste must be fhetored into the outlook fbr the year. 


I Delete the JirsMiine goodwill de- 
I pmistion. resnlttjrem opensb^ 
oetMtia reached OH historic high 
qfl^ 343 milBon. Pre-tax prtdtt 
adocjioedstnmgbfirmDMZlO 
oiBBon in 7996 to DM246 mdSon, 
ajuSGroapnetbvamefijr the gear 
inatased Jntn DM 750 mllBofi 
toDMlS6md0on. Earnings per 
share (DVFA/SC)sabstantialIjf 
surpassed expectations hg rising 

toDM3J2 (I996iDM2J5). 


SCWTnstbwgAG 
I n y atto r Rs htl o ni 

P.a Bok 1263, Msm TTOslbsrg, Germany 

'ftlepirane {449} N 3186-34 JO, Itotox 863I/B6 -20 40 

In t s n rec httoiffwwwjfcvfcda 

s-maQs nwefl_dl*«sr_»kwir®compu serve.com 
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WEUCOME TRUST WORLD’S BIGGEST CHARITY TO BACK INCREASE BY GIVING $660m TO MODERNISE UNIVERSITY LABORATORIES 


State budget for science to rise by 15% 


By David Mghloi^ DnU Pmg 

mstamlhqalt 


Science and engineering 
researcb are to receive an 
extra £l..i1)n (81*^ia> over 
the next three years thanks 
to a piooeeiiDg Joint initia- 
tive between the govenmient 
and the Wellcome Trost, the 
world's biggest research 
diaiity. 

Margaret Beckett, the 
cbtetindustry minister, yes- 
terday said the government 
science budget would rise 
almost IS per cent In real 
terms to £l.S7bn over the 
next three yean. Wellcome 
Trust will contribute a Air^ 
ther £400m for npgradii^ 
uttlversi^ laboratories and 


“Other oRRo"Hai infrastruc- 
tural needs”. 

Mrs Beckett said Che cash 
would trai^orm the UK’s 
infrastructure. “Hiis 
major injection of funds 
revoses the deeUne Qiat our 
predecessors- allowed." she 
sa!^ Coneegues of Mrs Beck- 
ett said there was no ques- 
tion of money being trans- 
fefred htm education 
ftmdfng V tiie test of the 
industry departmenL Both 
are ejected to see increases 
when Gordon Brown, chan- 
cellor Of the excheqner, 
aaaoooces the results of the 
government’s comprehen- 
sive spwiding review today. 

hidustry and university 
representatives yesterday 


wdcomed the leseardi deci- 
sion. which went beyond 
vdiat many Itad been eapect- 
ing. 

John Unlvey, secretary of 
Save British Science, the 
lol^ group, said: “We ate 
V 8 t 7 pleased. On the free of 
it, the amount for next year 
more than brings ns bade to 
198&97 levels after a period 
of cuts ... If we can ke«v 
fids rate qp we can matdi 
Japan and the US.” 

Britain faiion behind 
in public ftindi^ of oniver^ 
sity reseai^ coming I6th in 
a league of Id conn- 

tries, he Measured in 
terms of ^pending per head 
of the labour (bree. Ger- 
many, France and the US all 


devoted neatly twice as 
mudi as Britain. 

Two of Britain’s biggM 
pharmaceutieal companies 
also applauded the 
announcement, 

Beecham said It had eom- 
i^ained iicr some time of fttQ- 
ing budgets. 

Glaxo-Welleome said the 
new cash could levexM a 
“very soloas* sbortEalL 

But fti^iasscH' Luke Geor- 
^tiioa, director of Manches- 
ter University's Policy 
Research in wring , 
Science and Teebnolc^ 
group, warned: Tt will take ■ 
univiaBUJes 10 years to get 
bach to irtiere tbey abonld 
have been wlOioat ftie Amd- 
ing cuts.” 


”ScBne of the miive isities' 
laboratories can best be 
described as anhqnated," he 
said. “There are Ph D sta - 
danhi wbO SIV StlB WQTklQg 
With equipment calibrated in 
Imperial measurements. 
Ihm are affwdwiain* wotk- 
tag with inetnimarts ^rtdeh 
are one generation behind 
those UMd by their col- 
leagues in the US." 

Under the partnership 
the irn and Wdl- 
eome each conirfbute 
«i ^Qi>rTi to bnfld new untver^ 
eity laboratories and refur- 
bish and re-eqoip easting 
fadUtiee. 

Wellcome will also put 
£10Qm into a synchrotron 
high intensity X-ray 


Aid cash may be 
seen as snub to 


Foreign Office 


By Uam HaVgaii, 
nncfli cofwfpgMiiH 


The international develop' 
mmit department is set to 
receive around £500m 
($825m) of additional cash 
over the next three yaeas, in 
a move which may be seen 
as a setback fbr Robin Oook, 
the foreign secretary. 

Tte go v e rnm ent's oompre- 
beosive spending review, to 
be onve£M today by Gordon 
Brown, cbanceBor of the 
exchequer, will reveal the 
boost to the department's 
gtvt ffp budget. 

The extra aid spending 
win onhflwAo the (iianoeDm's 
credentials among Labour 
leftwingers •> many of whom 
were fUrioos at his decisiaii 
to peg minfamun wage at 
£3.60. It will go flame way to 
helpim: Labour fulfil its 
manifiasto pledge to increase 
aid speodiug - from the 1997 
level at OJX pet cent of GDP, 
to the UolCed Nations* target 
of a? per cent 

The increase is separate 
from any numey the interna- 
tional development depart- 
ment raise fium the 

piupused partial sale of the 
Commonwealth DeveJop- 
mait Corporation • the su- 
year-old body designed to 
wtiwiniatti investment in tile 
world's pocoest countries. 

The favour shown by Mr 
Brown towards tiia depart- 


ment, headed by Clare Short, 
will be portrayed by Mr 
Code’s enemies as a blow fur 

him 

The Foreign Office, whose 
budgets are Hkdy co have 
come under putosure in ilie 
review. Included in its sub- 
mission to the chancellor 
proposals to annex part of 
the “nempoverty” brief of hb 
Sbortfs d^artment 

“Robin's plan flopped,* 
said an “Gordon was 

not Interested in helping 
him undamine Clere.” 

Relations between Ms 
Short and Mr Cook have pre- 
viousiy been uoea^ - per- 
tleularly during last sum- 
mer's Montsemt volcano 
ei^, trtien Us Siort said 
the r^tloDSh^ between the 
development department 
and the Foreign Office 
meant she ha<i “re^KmsibU- 
Ity without power”. 

The Treasury has con- 
firmed it Is consldsiDg Ms 
Shorfs requeet to create a 
new tax for the com- 
monwealth development 
body should its ownership 
be r rf cfWKid under a publio- 
private partnertiiip. Inezes 
Ing the likelihood of it 

r emaining onshore for tax 
pazposea. 

Shorfs department la 
hoping that legislation 
allowing the sale will be 
included in this autumn's 
parliamentary pnn» iamim» - 



Puttnam to 
bridge the 
science-arts 
divide 


A govemment-bacfcfld orgaiv- 
batkin to brtdga thegap 
batwean science and the arte 
wil be national bank for 
talenf , Chris 8mnh, chief 
dibjre mMstar, said 
ypctordliy after announcing 
that liie body^ chflirnien 
would be Lord Puttaam, better 
known as David Puttnam, lha 
ftm maker. 'The Naiionfli 
Endowment for Srianoe, 
Technology and the Arts wii 

iwosiva a £200m {SSOnO 
endowment fiom National 
LotteiyftsKla. Lord Puttnam 
( son ted In ptetura with Mr 
Smith at the British Ubrao^ 
aaid Neata plannad to 
m nnhihliTh Britain as the 
workfa “most prolilio ideas 
tacftxy*. “Intodayb 
knowiedga economy,* he 
added, “wham bright idaoB 
and innovalian are 
ncreaekigly the currant that 
realy courts, Neeta is a 
model ... by bridging the 
gulf that has Iraditionaly 
separated actoioe and 
technology ftom the arts, H; 
wiH baa magnet for fresh 
thinkhig." Mr SmRh referred to 
a Japanese govanment raport 
s ho wing that soma 40 per 
cent of the invention s that-had 
iueQed the country^ succwe~ ' 
sbioe .1945 arigraABd in 
Britain. Lord Puttnam said the ' 
tK waa a leader in video 
game Croatian but won Rile 
raverue from the Industry. 

PIckaw A ddarAehwDod 


Chemicals producers try to head off £U curbs 


By Jeany Lnesby in LoadOB 


fihgmiftaig produceis are to 
launch a drive to identify 
and restrict dangerous drem- 
icals in an effort to head oS 
threatened Surapean Uahm 
legislation. 

The initiative follows a 
six-year delay in implement- 
ing an EU programme to test 
and control manufactured 

ffhftminalw 


The industry is to address 
public fears over safety 
through Confidence In 
Chemicals, launched at a 
Chmnlcais Industry Aasodar 
tion meeting last we& 
llie change of strategy 
comes smirt mounting con- 
cern over the safety of 
phthalate plasticisers used 
in soft PVC toys, organo- 
idro^hates in ag^oltural 
chemicals and “gender- 


bending" chemicals held 
responsible for a range of 
human itetiltfy disordes. 

Emma Bonino. the EU con- 
sumer protection commis- 
sianer. Is lobbying for a one- 
off phase-out of soft PVC 
toys cm safety grounds. But 
some member states want 
action where chemicals pose 
even a potential risk. This 

wrflarts iwn iifitlwg fimifraillnw 

at the lack of pro g re s s in 


assessing and controlling 
chemical producte. 

The regulatory framework 
established in 1992 to test 
and control potezftiaZly hax- 
ardous chemicals has not yet 
prodooed a result Ihe com- 
mission has identified 120 
priority cbmnicals ^ none 
has emerged ftom tiie tast- 
ing ptocees. 

The CIA concedes that 
chemicsil producers ^ran 


the task of testing have 
failed to make ft a priorfty. ft 
now intends to sp^ up the 
process and promises open- 
ness over the test results. 

The voluntary initiative is 
not the todustry's first It fid- 
lows the long-standing 
Responsible Cmo pro- 
gramme which to 

improve the safety of dieccd- 
cal compazues' mannfactnr» 
ing (^endioos. 


Like Be^ontible Care, the 
new ptogramiDe will xndude 
a ummiitm eat that taxlividr 
ual prodnears win aigiL Hus 
will cover monftwlng of 
inducts and pledges of bet- 
ter lahriiing Hie industry 
set its own goals for Reepbn- 
Btble Care but it will draw 
up tiie targets for Confidence 
m Qieaiii^ in consultation 
with customen, regulators 
and preesure groups.. 


OBITUARY OCTAV BOTNAR, ONE OF JHE EARLIEST IMPORTERS OF JAPANESE VEHICLES TO BRITAIN 


Fugitive who made fortune from Nissan cars 


Octav Botnar, vrim has died 
aged 84, began mae of fbe 
more e x traordinary careere 
in modem British business 
while he was in his late 50s. 
He spent the final years of 
his life in exile, seeking to 
escape the clutches of the 
Inland Revenue, which 
wanted to prosecute him 
over his alleged role in the 
UK's big^st tax fiand. 

The tax authority's arrest 
warrant was never served, 
as Botnar who built a 


£L5bn a year business in the 
1970s and 1980s from import- 
ing Nissan cars to the UK - 
showed little enttuisiasm far 
leaving his villa in Switz^ 
land. With his health failing; 
the Revenue reached a iS9m 
settlement with him in 1996. 

Botnar took over the 
exclusive franchise for 
im pnr tiw g and distributing 
Nlssans in the eeily 197Qs, 
when Japanese cars were 
stSl regarded as a Jake by 
many in Burqpe and Nwth 


America. Botnar built Nis- 
san UK into the biggest Jap- 
anese car frunchise in 
Britain, eventually capturing 
6 per cent the UK new car 
market, and jdayed an infZo- 
ential rale in pasuading Ms- 
san Motor, Japan's second 
biggest caimakK, to dioose 
England as ^ location for 
the first plant built in 
Europe by a Japanese pn> 
dace:. Over 21 years he built 
buelnesBes witii an 
turnover of £1.5bn and 


annual pre-tax profits of 
dose to dSten. But the prof- 
its woe nndeistated and two 
of Botnar's dosest associates 
were jaDed tn 1993 for thdr 
part in tfie fraud. 

He buflt a web of trusts 
obscuring the ultimate own- 
teship of bis opsntions in 
entities rwdstered tn Pan- 
ama file nnha'inag whiCh 
excited the interest of a Rev- 
enue keen to tax the slresble 
dividend flows to the teusts. 
Botnar remained a shadowy 


figure shunning publicity 
and utterly reticent abi^ 
his past life. At the same 
time be poured mlllioDs of 
pounds into charities and 
otb€T causes. He faonded tiie 
ftunella Botnar Foundation 
in 1976 to help deprived 
young people In memory of 
his daughter, who >«mi died 
In a car crash. 

For nearly two decades, it 
appeared that Botnar could 
do tittle wrong. But Mssan 
Motor announced in 1990 


that “the basis of trust 
tagentlnl to a tradmg relar 

UnnBhip vres DO longer PESS- 

wit be twe en the two oorapa- 
nies”. Botnar was by tiien 
fitting Hie Xalapd BevHiue; 
which bad raided the Nissan 
UK head offices in soutiiem 

Bwpiatwl 

A German national by 
pesqiort; Botnar anived In 
Britain in 1967 from the 
motor business In West G«a> 
many, to leoigiinise the UK 
coocesskm of NSU. 


ma/^inc st tbe nsesidi 
comcOs* cfloAial Danshory 
LabonrUnfy, in north-west 
S' wSs needed to 
keep the.UE at tiie fivefrant 
of genetic research, said 
Bfi^ael Dexber, dlteetor of 
tiie WeDcome nirtt 
Ufa sdences wID be apii- 
orify area totim £«Qm of 
escira moni^ to be gbren to 
researA^^^^Sft^im tiie 
next tiitieeyriSr^; ' 

Dr Dexter' sMd .1^ Wel- 
come Trust had ^ught 
assurances from the govenir- 
rnent that its investment 
would not merefy snhetitQto 
pabUe fteids. “I am delighted 
that the govenunent was 

iihla to OOSOOdt’ 

meot," he sadd. 


IBM Choos^ Scfttfand for 


I 




intematienid Biiitiees MacHte 

marfcsting cdl «entre in ceM Bccdlend to glygkikxnifl^ 
on IBM oficbetoto cafete fmn 13 Eirapeahcounb^ 

centre, tofie,iSUi near BSMfe computer toetoiy te Qreanoefc, 

would jdbB; The compery armounbed in 1998 that 

ft VAB eeUng^i^ custottieit' atipport ceil centre in Oubk^ 

Hspubfic drltoM envl^ 

octe te NorthetoiiftfeM nteft-ysar. Tire Greenock 

opened te 3<300 paopte and te Ihe 01^ 

Idcatkn where 

desten and delv«^':fteuppRes personal eornpidere fa^ 

fafv ffiwre* fy'Bfib^ihe’lliddfe East and AMea: Man WB- 
aoti; ScdUafi tridimy mlni rt nr add IBM had cb o e en S6 locate 
the centa eft Greenock te 'praterance to other Bsopeoi ioca- 








cad cwdie biduetry te S^rtland teraady employs fttore than 
16,000.peopl& Jamee Bocton, EcBnbwgh 


THE ECONOMY 
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Poll shows optimism ebbing 


Just 7 per cent of UK fond nnaneoeR eotpect the economy to 
be stranger In a year, the lowest level of optimism In a 
monthly pol elnoe lesCX At the seme ttna. the ovemge fare- ‘i 
cast for fipaes domestic product grawth te 19B9 has been 
revised down to 1 ,4 per cent from 1 B per cent in Jisie, 
according to a sisvey by GaBup, the maifcat iiMOonJioni, and 
oommisBioned by Merril Lynch, lha US investment bank. Tre- 
vor Grastham. glofaal strategist at Menfl Lynch, aakt "Fund 
manegars ara fo i a ili ng a seft landteg, but faar a rsoeBticn.* 
OpUnfiimi ameng-UK find mtex^sre-was-the lowest sinoe ^ 
1990. a year of re o e e ai n n in the UK. Tba pesalmlBn appeared^ 
to be pvrty prarapted by lastmorrth'sdecisian byiheBank 
Of Engtand. Via UK central banig to raba Interaat nSBa. a 
move which confounded fund managere. Tbe monthly poll 
questions 257 bnflhjtkxis with funds toUling well over S6bn. 
Jmte Msilksajii^ London- 
Saa Japan aquMaa In bitevnatianal Oompesie* 


UNDERGROUND CHIEF SEEKS TO CUT DELAY IN PRIVATE FINANCE PLAN 


MILITARY RECONNAISSANCE PROJECT TO ENSURE DATA FOR 'DIGITAL BATTLEFIELD’ 


Profit deals may push rail upgrade More research on robot planes 


By Chwtee BsIclulGr. 

Ifensport OomtooniM 


Second strike over network’s future 


Private-sector companies 
thM take over management 
at the Umdoa Underground 
railway's tracks, stations 
and gignaiiing could be 
offered profit or revenue- 
sluning deals to finance 
Improvements. 

Denis Tunnicliffe, chief 
executive, said London 
Uhdexjpound was looking at 
ways of rewarding private 
contractors fbr und^talting 
tmgreding prefects. But it 
realised that a special 
regime would be needed to 
achieve meanfngftiJ 
hig alongside routine main- 
tenance. 

“We see this as a diflarent 
dianenge,” he sauL “There 
most be a meehaslsm to 


A 24-hour strike by London 
Undergraund workers tied a 
patchy fenpect yesterday, with 
sonte Ones runnirig norrr^ end 
others operating wtBi fewer than 
half the usual service^ A n drew 
BoUgerwritee. The strike was 
the second by the AMT trade 
iston, vriilch ie seeking 


assurances about the effect on 
work in g eondWons oflhe 
government's proposed partial 
privatisation of the network 
faivkonmental campaignets 
from ReeWm the Streate added 
thek support to the ral workers. 
Three women cBnbed on to a 
train' with a proteet banner. 


factittate qpite significant 
changes. We wUi have to 
find ways of measuzing 
improvements and reward- 
ing those impcoveoiiteits." 

One way would be to eal- 
eolato the value to passen- 
gers of tmgtoding stations. A 
share of this additional 
value would be offered to the 
infrastructure cozopasy in 


retuzs tor its malting the 
investmeuL 

The Underground is 
reviewing ways of involving 
privatesector companies in 
helping to finance and man- 
age its activities. Train 
operations will remain in 
pnUie hands but Infrastme- 
ture concessions will be 
offered to between one and 


three privatfrsector groups. 

The Underground will 
explain these proposals to 
more than 300 representa- 
tives of engincftring^ con- 
struction and financial 
groups at a confemce to be 
held in London cm thursday. 

The Involvement of the 
private sector in devising 
the Infrastructure coimes- 
slons is intended to cot the 
delays and expense eq^eri- 
teiced with old-style private 
finance hdtiadve schmnes. 

Ihe Underground is mak- 
ing preparations to divide fts 
netwoiifc into two or three 
separate co n cessions even 
tiiougb its own prefewace 
and that of tbe g ovemmmt 
is for one. Mr Tunniclffle 
said: “Our key concern is 
that tbe concesslofls may be 
toosmoZL” 


BrAtenrewNM, 

DeteiiGa CarmpeadeDl 


Britain is to investigate 
widening its use of 
immaimed aerial recctmals- 
aance vetscles as a result of 
last week's strategie Asfeoee 
review. 

The research is part of an 
attempt to ensure that 
troc^ have as mudi infte’- 
matiem as affordable tecftnwl- 
ogy permits - essential in 
the high-tachnology “digital 
battl^)d“ of the future. 

The defence review said an 
InteUigeoce, surveillance, 
target acqidsltitej and recon- 
naissance capability was 
“itot <mly vital for combat 
(gterations but also increas- 
ingly Important tor many 
peace s u ppor t opeations“. It 
noted that new methods cf 


gathering information 
throng Imgrange sensors 
were becoming avaifehle. 

The nrview endorsed pro^ 
jei^ alre^ under way M . 
this field. Including the 
Cobra artillery locating' 
radar and Tracer stealthy 
reconnaissance vducles 
befttg developed jointiy vftfa 
the US. 

The defence ministry is to 
carry out three studies into 
unmanned aerial vehicles 
that could augment batOe- 
fi^ reconoalraaQce infor- 
matioD provided by Tracer 
vehicles and data already 
available from sourees such 
os Avraes surveillance air- 
ciafL . 

The first study - at a rda- 
tively advanced stage « is 
into a sbart-range UA'7 to be 
used in parallel with Ttaeer. 


itself des^ned to operate 
undetected hundr^s of 
miles behind enemy npes - 
The UAV is Bkety to be a 
smafii cheap device that 
could enhance data gathered 
by Ttacs about.spedflc tar-' 
gets, industrialists bdieve. 

The seemd is a feasttrilify 
study of a UAV that could 
provide what officials 
described as ‘'de^er. covers 
age“.. Finally, reaearch wDl 
he canted out into a kmgEr- 
range UAV. The aim is to 
have a. mix of- systems -to 
meet .batUefiald cominahd- 
ers' needs, more advanced 
than the Ftaoenlx drone the 
UKalreedy uses. 

*nie itefanra ministry sw i d 
it was inth Wash- 

ington possibleyeoUabora- 
tion. The.US ahe^ffjhas'pro- 
grammes in fhis'fim and 


used UAVs fbr reconnais- 
sance in the Korean war. 

Subh mrqfects fit with tbe 
deriie of Nato ommiriaa tO 
reduce casualties and save 
money. UAVs can be 

cheaper than mannari afr* 

, craft because they do not 
have to be Heaignari vriQi a 
view to pUot safely. 

The 'US has in train more 
ambitious stuHiaff of UAVs, 
whidi would replace combat 
aircraft rather Hian haing 
used tor passive recransifr 
sance,.BAalnh review also 
said it was looking at 
replacements for . the 
long-range Tornado GR4 
bomber and that yriditiflM 
to fest jet aircraft, we wfil 
considm’ oQier stdu- 

titms'-- tor «™mpTA invedv* 
ing stand-off nuMtiag -or 
unmaxmed ainsafr'. 
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BUSINESS OPPORTUNITIES 

OTg_aBBCAPPBOPBMCTEPBOra38WMAI.AawcgBgORean DUNat nDCOI«tfnpiTB 



BUSINESSES WANTED 


AUCTIONS 




»LTEaA 


•n« «>mp»ny. Icarin^iiil cqi,ipm*„i. «ks bitowed putnos for 
acHuisyUior expansion ODOMtniitM^ 






Fintha in^ion on fax: (00420 2) 573 30 8?1 


Z pTOfi ESTATE 

!SS^ 5 =SSKSSSS- 

SSfcH” ^ *"«»*«» substantially our capacity lo mn 

BubcM^** “1^ ^ IniHtaled in joint ven tuxes in 

llwM, SiMjea aead. 

T M eUw. NarT'k^re LS34 aj]< 

Tri: oivj» •jW Fur. oi9» aj«aiG 
e-MU-Jlta.«, JMMrM.uk. 


Accgss Screened 
Inveslmenl Opportunities 


Multiplex Cinema 400k 

bKtepanMnRaeacriPiMuettm 60k 
New York Style Defl I20k 

Sola- Panel 150k 

New London Venue 1.4a 
CMdrafeWMBM Magazine 200k 
Country Into Databases 2S0k 
New Authora Book Club 200k 
EataUistisd Magazine Ttfls 200k 

Vbouire Capital Repnl pubtidies 
■mcned ei)iiity iavenmem 
oppaminiin. Detailed, objeetive 
fcponiac os oaiy Ae iMfl pntieeu 
■am you time end money. Ctmaet 
eetreprewuR dltealy. Aoend 
R(ulv Investmeec pcaematlons. 


Cui C.1 01365 7S4411:o 




latieaiaitia; 


crT~ -^V- 

£g-3T/ar.fcjt-5^-. 


MBi 


W| apawl ana a amars IB daOBO. 
kttiflB » na enageM ^H>n a tnnn 
maaiatl « ao% tarinan «M £!■ a 
£SSoi I inli a W aeadw V ■ laMng 
aeane oena «e'« la a an ton ya. 
cm Jeadba Ita a SBII 6M MO a lai 
B r Mtt aaa Met* wiY 7M. 


FhTmbT^ 


LnaiSN • lECBi - aiaasoa 


OFFSHORE 


COMPANIES 
TRUSTS 
2ND PASSPORTS 


fieliWMif lawtdim jmir iwuet' 

Atymaa 2b, Dewar 
tNTEgKATtONAL COMPANY 


SERVICES (UK) UMITED 

Staraflirook House. 2 - S Qd Bond Si . 
Union. W1X3T8. 

Tel: +44 171 493 4244 
F^+U171 491 0605 

E'MaQ; uk*info@ics1.com 
htip-y/www.icsLc«n 


For 

Mergers and Acquiutiotis 
Is 

Global Transport 


MwaiSMtaaiM 

iaiOary 

•mimlf liJaumrrirrtln-^'rt 

10 Fam Re^ Seradidd 
BedaHP92ULUK 
Tdi *44|0|!494fi7eatU 
AK«44(0)l4»4fi788U 




MaoRgmatBiv-Oiit 
WbatisyacB'ooiifM^waifa? 
PCtiurifMrinamiuiuiuiklaitaeahy 
warn apiain MAOS + IKE 
Fm SeBcr dndb oa^a^e 
TwkiTkmii itkrt I 
— Hill tan 1 leeiminni 

uarnwyeutteivneneoa 


INVESTMENT 


[ij;^vsT:4iiiikiMie< 


£9DDUM) seed** 6>r eevimomcnai 
Ce «idi eeciline WMK leduaian and 
neydtax indueu mKaa in 
UK toed aetfasride* ad ta Omda. 
OFEX quoted 
mtOIMSfcSSOd 
tok Oiqwtto me i 


ta Ea^Bl Md aoi WMy a 


raqtA«o £150000 

q df^ ii vtni 

short 1 mt)Cc|)M. 
£2SOJOQO Okeody Invested 
In ixdque PC product. 

Substantial ptotif shore 
ovoUable. 

ForHadetcAcai 

01472516639 



We wooid be pleased to receive instnictioDS from 
companies seeking to ttqpoDd b; acquisiUon of businesses 
with a minimum turnover of £2m. 

We are success driven remunerated only on corapietton. 
UZMG 

22BlgbStnM SutUmCMdlktal West Midlands B721LTX 

Td:08007833M3 Intemelbmal: t44 121 456 4946 
Flsx: 9U1 456 4923 B-mail: uzmg^btintemetxom 


Precision Enginccrino 
Manufacturing 


nc qnned nc atoa iddideeat 
bgoaa in Cl -£<• Ub 
Mm he>« oalky yntoat a 
i Vwiilr < t by**nMBat»»e.n mlMnn. 
Bectmis a dmila nKhiMia 
Hue hm med ewplm ad 
(raothaoM poeadd «a 
^e ncht FaoiBEce 
Ba asm Vtoodd Tlea 

One Saebeat BriM 


Distributors wanted 
A German Co. an» epuetallsae In 
eduaiisAal preleetB raquitM U.K. 
aUliibtftote for theli ptoductt e.g- 
M to Uiu V m pra|aM •mdan mlMS. 
■Otar prelaets, ana and eralla and 
marry rmra. oie eetatomra anabt of 
mm than 7000 anidK. 

fnf ftritai Siaimerinw fiada i 
Mbs &«d by Ftoi: *4»93M 1387 
Germarry AK1W (0)9034 SI 79 


PUBLIC LIMireO COMPANIES 


tot eami^eeuftoa lehkdk ia 
mC peOkrnnOv or CMR 
loaa eMdeino mMeO 
oeu istafk to ceS. 

rriiifjkii~f in rrfrnrfn 

akae Ca M dneanonc. 

Sto ooi 0tw refbaneo 
ttoot oe oec gidetobl^ 


Call Na 

C16T5 465505 business noucs 



Ds Pidmc Shell reedy 
liar RdSDiAg Sstittg, 


Fez DetaDe to: 
0181 489 7839 


BUSINESSES FOR SALE 


r 


Romanian Pig Farm 

A P Supperstone of BDO Stoy Haywerd. acting as Liquidator of 
SUlNmOD BAlLESn (rffers for sale the fbllounng: 

• Romanian pig farm located at Bailesti, dosest large tovm is 
Craiova, 30 kilometres away 

■ Total capadty of 125,000 pigs 

• Surface of 1 25 hectares 

• Shelters covering 125.700 square metres 

• All necessary sanitation buildings 

Fnrtber detafls chfaer from Mr A PSuppcxstone. BDO Stay Hayward, 
8 Bal»r Sttcet, London WIM IDA Telepbone: 0(71 893 2208. 
FacslnUe: 0171 935 3944 
or Mr N Balan at Conti Audit, 

Bnievardnl Uabfl Nr 70. BtoefA, Scaia 2. I [> 

CTAI 4. Apartuuent 44 -Sector 3, Bucharest. 
CU>maidATW^oiitoJ(KWOI 3235980. ^ ’■ 

Fhcslmlle: 00401 3231106. BDO Stoty Hayward 

© Corporate Recovery 

and Insolvency 


Supermarket Chain 

77ie Joint Administrative Receivers, A!an Lovett and Jason Elies 
offer for sals on a going concern basis the business and assets of 
Robert Greig Limited, 

Prindpai features indude: 

a Four long-established food retail outlets vinti) car parking in 
Camberiey, Basingstoke. Andover and Sidcup. 

m Pre^jert^s occupied on a feasehdd basis iMtit an average square 
footage of approximately 25,000 square feet each but freeholds may 
be ay^'tabie. 

w Shops available Ibr purdiasB on an individual or combined basis, 
a Combined turnover c£21m. 

For further information, please telephone the Joint Administrative 
Receiver. Man Lovett of Ernst & Ybung, Apex Plaza, Reading, 
Berkshire RG 1 1YE Tel: 0118 950 0611 

^ Ernst &YOUNG 

TW tt i a l C i ji li clu ii a i 

hfTh,kmm< fCfnMm \ ii t i du 


DT INDUSTRIES FOREIGN SALES CORPORATION 


RapremnUng DT bidustrin. Inc., Aaawnbly Taehnology ft Tast hw.. 
Md Wail A utema tfan Syabams, Inc.. Oebek Tool and Enianoaring 
Co.. Hanafoid ManiActuring Conp a ny, Adraneed Assembly 
Automafion, Inc., Assembly MscMnss, bw., Seneoep S ystems, Inc., 
Aimee tndusUias, Inc., Ptaima Group, hie, and DsUoX Tool MsMI 
Products. 

DT industries. Inc. and Is gnup of cempsnias ewnpriss ens ef tfw 
w«Ws taadng desagnan. msnirfBcturare and bitegntors of 
auto mate d production equlpmont and systems used to ma les or 
pseiaigb indtBtrial and eonsumor products. 

Oir oqMpment and s y ste i i i s mehido atSomatad assomfaly and tost 
systems. rasWanco and arc wolding systems. thacmefBiniing and 
SKtruslv* systems, blister packaging maehlnaiy. compiBta inss of 
iquid aid tabM packaging systems, motel atamphig and fabrication. 

Cal one of otr coiporMs rspiasordetivos today M 1-688>384'3343. 

DT bidustrlee Foreign Sales Corporabon 
^ PW Corporate Services 
Price Waterhouse Centre 
Cfdymore Rock Road 
Bridgetown, Barbados, West Indes 


BUSINESSES FOR SALE 


L K Denney 8 J B Aadnson. the joint a dirfirBBirative 
roceivera of (>rierrMirican UmKe4 
assets and undeitaHings of this Uncoln based 
rriarudacturer of tanjUrstod psw board. 
Oetfslnduda; 


Canamerican 

Limited 


1 1 1- IT I 

*uiTu 




V^est Midlands 
50.000 sq.ft., Six Acre Site 
50 Tonnes per week Capacity 
Eleciric Melting 
Experienced Labour Force 
Stable Customer Base 
Reputation for High Qualiiy 
Scope for Expansion 


Contact Box B^70, Financial Times 
One Southwark Bridge 
London SE1 9HL 



/ l?©ISSAiLii \ 

ncfiBble; ynwag ad 
wen tBOB^ latEw Rail chain 
dtelfflg ID EtgliA aod EtncipaD 
bnafedlMk 
Band to Nbnbeni lalmd. 

Tinnwer to ewea of 
£3.401 and rtoiig. 

Prtedpntooaly io wiUiisto 
Bm BS968 nuaaal Tima 

Ow ScoOiwRk Bridge 
\ LondunSBISHL / 


Creed^^ght | 

Engineering LiidHed | 


On ReofeWprship) ^ 

Braintfee. I^ssex i 

aio«a«Tii bghting matket. wim inrio^ ^ 

nwjjs contacts. t ^ 

■ Turnover circa SSm f ^ 

m Mifhsis «ncmcte esienshe mapr *b(ia chip' acco^ S 

■ Aowuiicod technology design 

■ suWJ'intiiil ctrfer booh / r, 

■ eS emj.'ioyecs I • 

■ EiiSeMwe m-ixxe© manuiacturag resources . 

FQ, tiHtb.:* rtonnation f; 

AdmsvSrsiAv ArKliw^riquest at; ^ 

Graiil Thorrrton, House. L 

Oowf Sneei. ipfen- ,*f 

P1473 221^1- Fas 01473 286206. ^ 

i\»SJe:riiy:/Aww.grart4rx^ [f 

Gian/Thc>ntt^ | 

j:- 


mesinihe 

idesigrefor 


J 0 chip' accounts, 
developmertts 


Fos 


n— ■ in»gvae 


‘"'crr^si isTO 


WORLD LEADER M 
roONE DEALS” 

• WEBMDor4.0ao»VMNU 
«iMe nnt atae end 
Induatee. 

• RtEESeenfid«Afto8ng. 

• Op«eiial‘3MNtTAG6rn' 
wth drily E-Bid iVdMB «r 
talofiad nquiraoMito aL m 
aa«««.£1.25p«i«nk. 

TolFmc 1 • 800 'SM >4968 

sfWVjQefgemetiiraric.com 


BUSINESS 

SERVICES 


Commercial Mortgages] 
Re-Mortgages 

Fixed fiom 8.5°'c. 
Minimum Loan T7M 
Tel: 0181 546 8857 


Limited Companies 
Rom £95 bclushfe 
Own OKMoe of same 
lUlor made to your needs 
I9 accountants 
01273277128 

PiWt Dnunmoed 


Attgen, Levin A Baltz 

CbagnenBllCrinBBdntot Lil^toieB 

fnir Pfjrffn ffgimnnnrinn 

of Geba! CUknls is U.S. Cowtt 
U.SA eSeto ifl New Ybd:, 
New JcBOk Fesn^hiima 
968306JS00 bi: xlSOO 
EiD^ASi 


worfcfwida 

For Sale 

Construction Company 

SatebflriadmdproOtabiecoasUuctionbuifaiffW coutiaaiBg 
Ip both die pofaBc ad pctrale sector wkb a biaeckto cleat baae. 
Friuctoal of the burtscae lndudr» 

• Turnover drea S4n 

• Ad|itedptoabeioretaxof COO k 
to lAiga luvubusot property portbOo 

• MMamie breed 

• SbocgMBwgenieotstiylngwittufaeburi De M 

• Re tii ecie rt ^ 

RefeDKUU 

bteroted partire (ptiDClpris OBbO pinre ooRtec& 

Maleoba Cook et hmeO Kerr Rreter Corpome Fbaoee 
New Guild Heuee, 45 Grett Owriee SUest 
QureusMy, Binninghui B3 2UC - ,, 

Fu 0121 zU 2300 PANNELL 

PMWtertaO'tocadwrtoudbyte KERR 

taatoitoclCaigwdJnr,uuBmwto 

E^MdaattetotoTfOQ to i BMrei Pnui FORSTER 

OBrecto*rerat*ti 

^ oidw o( tic UqiidBiw d Raniira SA {to vohnmiy 8qt^^ 
FOR SALE 



HMeslawsial 
SaUng to sel die lo Rliiefnai 
noy iquln»d lege todisy, pin & Stoll 
btMriwdclMMe 

TAJIpgmIMBnWt 

VnHgbPirilt 


Ite Aitoitotemn Qtonopto Menu. 

Robm COmui-EUis A Hugo Ckn afipmnicd 
to M M i lMBt with Law 8715 Idoed 0 Ktay 10971. 
Lnr NX8227 (dWol IM Jaly 199?) ad die 
dedrim ty toe Ceacal of MiniseK No Sn I 
idMcd 24 Noveutos l997imdBD(i6>ltied 
fJOtoJn 1998) ■■moxe: 


Deloitte& 

Touche 


IMPORTANT PRELIMINARY SALE ANNOUNCEMENT 

MAJOR DISPOSAL PROGRAMME 

UmI Fjtete 
mice AcEommodation 
tiriusrnl A Wtochouie AccnumodoiioB 
Hotrls, Kcflamnls & Ban 
Petrol Filling Stalins 
Supmnaiicis 

Apanmcois & Holiday Chalett 
Floaiine Hotel k TourisLPier 


F ' i' f *r4/ - r • 4-vvi ' 


- am 


Cognac. Beer and Sedt Drinks Produciion 
Pig a. Pouluy Reving and Slaughter Pwiliiies 
Aniniil Bwd MIB 
Cold Swnge FacOilica 
Meal ft .Sauagr Proccsiitog MKhinny 
Daily Produn ft Sauces Pnxwssing Machinery 
Crefeawnoy Production Madrinei)' 


Quanying non ft Mhieiri Rights 
Brick and Coocicie Manuracuring Plams 
Consuuction Plant ft Equipment 


ConuDCfcial t^icles aod Saloon Can 
Hrboopien 

PeacRgD Ferries wid Commercial Cmft 


Maefaioe Tools 
Wbodwoiimg Machinoy 
Plastic Injection Mnildm 


TTTv* if 4 1 -TMiiiNJii-i 


TV Praductioo Suite 

OfTice ft Banking Madiineiy ft Equipineat 
Located; Albania 

Further iDfomutioii, when avaHoble, cao be viewed 
8tbttp:/A9Ww.beiu7bu(cberxoiii/pFoject.albaiua 
For farther OTforfTMhbnWeregtetfparairei^^^ 
TimOiapntanorflosema/yColf^ 


, , HENRY , 
J^BUTCHER 


TbI: +44(0)1714058471 
Fur +44(0)171242 2809 

■nBsnnewi MCnowee 4NO MuBto 

email: bemyJ)utcherJHic0ons(§idiaLfripa3Lcom 


ptr 


'Essex HetUlh. Leisurey^ 
and Hotel Complex ^ 
for sale. 

Freehold land, 
recently refurtrisbed 
ID a high standard. 


'Q.' detailed f:et sheet c?i: 
Ql 624 *24 5Sr 
ortaxOt S24 323 S45 


For Sale 
fte u ai u ii O tfiee ri 


1 ESTABLISHED PNEUMATIC TOOLS fJIANUFACTURER 


• DecScaled production machine tools 

• Product p8&ems.pgs& tooling 

• 3500 sq. m. factory writh capodty for 

• Local 5 intomalional market 
a Local skilled worldorce 

9 CatHCrty: ISOO units per month 

• Established: 197S 

• Location: Ftorrenia 

Pa tirtcf sdBoabao plHse eentacl uher Tin Chapman V Ethtofil BrmiDn at 
Heai>eatU»i.Sro*r.tow House, 504’ HgHHetoan. London WC1V6EQ.UK 
wr*4a«)]i7T40SMtl Fact44{0)in405V772 

S-mal' lwnr^£ulctatoJULlluwgitoa4»piM.^ 


, > HENRY , 

[J^BUTCHER 


HiaaonaM. wcnoieiB MQ vAures 


SERNST&\bUNC 



FOR SALE 


K-:P'V Box dS'j". Fi''ar’::r':i . in . 
Cr.-- SCuUi.'..-!t>. BnJrr., 
L;-e;n E=i :-HL 


Hi-Tech Manuf Co 

WBRAL'T/DSSOK. 

□ Bbe dap dienia □ RiK Oder book 

□ Om pRxfaci angb 
□UbodciQFtaees Rm 

□CoROol^flena 

□ AiNooBtle haadbig 

01273 277128 


BILTONS TABLEWARE LIMITED 
COOPERS WOOD LIMITED 

For Sale 

Pottery Manufacturers 

A WTbamjaon nd PJ Long, the J«mu AdminisBative Roarima, 
ofTci for sale as a going concem the business and assets of the 
above twoconqmies indiKfing; 

• 1997nini0fvn-(ir£l3M 

• lyKlunxrvcraoticipuaiinexcessorciaM 

• Blue chip ctisMiner base with a Strang export busmess 
to £2M*orderhook 

• 360 Strang dedicated woiUaic e 

• Flint enable of 6(MXI0dnnpinv per week capariiy 
to Modcni aaraetive iwodues range 

• 4Vi one ficdiotd she in Stoke 

Por further inromiaiicio please coniaci the Joini Adminisiraiive 
Rec e iveisai: 
ftnnell Ren- Fomer 
SZMoudPIcMnt 
Ui«iFwIL35I;N 

TefcphnK 0151 7088232 FaxsOISl 70S8I69 nhMMRTl 

SWnllKai^mwBiuUnkeilbrdBkMmeDraaneBd iANNCLL 

X — .j.iK hiFMlmlmiaiilemtcaiTvgii we o ii aatotoeg 




For Sale 

HOTEL GROUP 


EstabBshed group of proRtatde hotels 
senMng the Coiporaie & Conference rhaikets. 

principal, features of the business Inelude: 

. Turnover ciFeaE3.4m 

4 Estimated NOP £1 .35m . - 

« UK NaBonaf & Blue CNp esustomsr Base 
.9 MdanSs Based Head Office 

IntuKinriil r~iri~~ tl~‘~~T‘' — 

-iru.— «a-t l^pa,Oa+SBQ t lswaA tti ti lgft l<BodimaBl I 
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jaigofi and win ESOO 


TECHNOLOGY WIRELESS NETWORKS 


aotBT a odRipeflto bekq nn, for Vis seeoMl jnr, by Vie Ftaandal Ttam 


TMs is yowdonea ta 

VK SUM ^ yod oodd coBvart; mM a dbi M sdBBOBi the ann^ 
RttttVttigyarh-V^MoaGSOfiialzB. . 

. Vto 89 iDoHng tbrsnmiVas dJarBOR. goUM 
GiailortBdprasefra»isVea,nportB,|TC|iaBriB^ 
fliataM iMolBantf aaait, pdllM 

EoMas c» ha VR mric d ^ biabns or laofBsaiond aMssn, M 

• J BB aBWM awuM ll M l t 


# uiqnn 


• BoABBSffRn 


Signalling 
a different 
approach 


acceptad enctaabR an ttBoada d V» wad gobtMagMk wriVsn or 
piMaiBd 8bB8 SefSBiiriiv 1 1S97. litoMirtdul Rwy auDBd im 
am en&y. BnqaBS and l» h BidM and sinaM ba in iongv ta 
worts. . 

BBMnmastbtmUmdifaciatm.-Uiam, natipAnmrtte 
aac* fBcata a mib pfte araw arta aMai or Mf M 
uu plaswmbapMM^em nme unamlallattBbm: 


Rnanclal Times/Management (kmsuHandes Assodatk^ • 

Business Jargon Competition 


t 


Entryfbrm 


Bitilm onat be raeaimd by Friday Oetobar 16 19BB 

Tlie conpoilllai a dn iS fcti a lw 
im FTMK Busfnea 4qoi ConwelRta 
ilweatHrtdnSirest 
London SSnXBJL 

metaaodr 





I Bdab OilrtSB staple my eRainpto fa tta obM Gonpegaon rtdcb ^ 
praduoedby 

m Of lii iV ili l pal W r ai iiii di V n aM iaV , 

OnfamrdrtR - 
hapertaHC 


YiM must gM yoa- nam on IMS Vmn, 
tw tfyou do not iiM yournm Id be 
H Mu dOm i ad illcVrtfttfrt a m BiB g d on. 
piBBSiVckWilni 


Paul Talacko on 

the use of spread 
spectrum as a 
means of radio 
wave transmission 

For decades, radio 
resulations have 
been designed to 
ensure that transmitting sig- 
nals used as little of the 
spectrum as possible, 
because it was such a valu- 
able resource and had to be 
rationed. 

But many communicatians 
engineers believe it is no 
longer necessary to be so 
cautious. They point to the 
increasing popularity of a 
method of transmitting sig- 
nals known as “spread spec- 
trum”, which has been used 
for years in devices such as 
garage door openers. 

Sprmd spectrum tioms the 
traditional approach to radio 
wave transmission on its 
head by using large chunks 
of the spectrum. Transmis- 
^ODS do not interfere with 
each other, partly because 
they need be made only at 
low power - so low that they 
are almost indistinguishable 
from background noise - but 
mainly because receivers 
will o^ respond to signals 
specifically destined for it. 
Similarly, a traditional FM 
radio wiD filter out spread 
apart i tim signals. 

The result is that thou- 
sands of peegite can use the 
same radio frequencies for 
different purposes. 

Supporters of spread spec- 
trum say it could boost the 
development of wireless 
local area networks (Lana), 
which would otherwise have 
to use large chunks of valu- 
able radio spectrum. These 
wireless Lans are being 
deplctyed in everything from 
ho^itals to warehouses and 
stock exchanges, for data 
transmission or for connect- 
ing bo the internet without 


using existing copper-wire 
networks. 

In the Mongolian capital of 
Ulan Bator, for esample, a 
wireless network based on 
spread spectrum was 
installed recently to bypam 
the city's poor teleomnmuni- 
cations infiastmeture. 

The city had a satellite 
ground station internet link, 
but no easy way to transmit 
theme gjgriaig to users at the 
various universities, insti- 
tutes and the US embassy. 

To rectify the problem, a 
raam from the US National 
Science Foundation, 
together with Datacom. a 
Mongolian company, 
inB*.<*iipd a network of wire- 
less modems to provide 
high-speed data transfers 
without the expense of lay- 
ing cable. The project has 
smee been handed over to 
the Mongolians. 

In the US, the Federal 
Communications Commis- 
sion (FCQ, which regulates 
radio transmissions, first 
authorised unlicensed use 10 
years ago of spread Qrtctnun 
in the wavelengths reserved 
for the indastrial, scientific 
and medical (KM) sectois. 

Julius Knapp, chief of the 
policy and rules diviaon In 
the PCC's office of engineer- 
ing and technology, says the 



Smw fraqueneiet, dnhTMrt pupoeew A Red Cren wmilcar usM ProxtaM lachneiogy In the fMd 


exclnsivdy in the US. Mr 
Knapp says the FCC is “ ve ry 

pleased with the spread q?eo- 
trum rules because atthou^ 
they were adapted before file 
technology was available, 
the technol(^ has been 
transferred into many 
areas”. 

In the UK. file Radtocam- 

winninaHnins Agency iS Still 


Enthusiasts say spread spectrum 
creates the opportunity 
to dispense with regulation 
of the radio spectrum 


commission “saw the poten- 
tial and unique featnrea of 
spread spectrum technology 
at that time, and as the tedi- 
nology advanced and the 
cost dropped, there has been 
an explosion of devices”. 

It is. therefore, no accident 
that development in this 
area has happened almost 


defining standards for 
spread spectrum networks, 
as is the European Telecom- 
munlcatkms Standards Insti- 
tute (Etsi) tor Europe as a 
whole. In the past fow years, 
spread spectrum start-ups 
have flourished. Wessels. 
Anv^ and Hendecson. the 
brokerage firm, estimates 


that the combined world- 
wide market for wireless 
Lans - including spread 
spectrum and oQier technol- 
ogies - will grow by about 23 
per cent a year to $ 2 . 2 bD 
CELSbn) by 2002 . (Ifowfii is 
boi^ to get a fillip as the 
Si8t wireless devices to offer 
transmission speeds 
approaching those of fixed 
irired networks have just 
been launched. 

Brian Button, viee- 
preeideiit of markfiting and 
sales at Fraxtm, a Califainia- 
based spread spectrum wire- 
less Lans manufacturer, says 
Its tedmology “has ai^ea- 
tions in situations where 
people are mobile or move 
araund in a location’'. 

Fraxfm has seen e^losive 
growth in the healthcare sec- 
tor, where hospital staff with 
a handheld pen computer 
can move abc^ freely oiiile 
accessing health records that 
used to be available only to a 
person standing at the foot 
of the bed. \ntb wireless 
Lana, it is possible to main- 


tain that record on a central 
computer, whidi is sfamiita- 
neonsly available to fhe 
attmiding pihysiito and to 
pharmacy, radiology and 
other d^iartiiients. 

However, aD is not rosy* 
Dewayne Hendricks, chltf 
executive of consulting engi- 
neers Speed IalagtDee^ 
ing, and one of the radio 
haniw - who was in the fore- 
front cf fiiis technology, is 
disappointed with fhe way 
most suppliers have inple- 
mented ^eetrom net- 

works. 

“In man y locations, no 
more devices can be 
deployed because th^ have 
started to inteifim with 
eadi other.’* he says, placing 
the blame <m ywatmiinf rf u wwiH 
frur not having “figured out 
networks” p roper l y. *“nans- 
mitters are transmittuig all 
the Mnn»i oeating a virtual 
wire,** Mr Hendricks adds, 
rather than transmitting 
padeets of data only when 
required. This, he says. Is 
due to imqiprapriate hmita- 


tlons on the use spread 
spec Lr uni that wernposed 
l 9 the FCC. 

Mr Button says, wevm, 
that the trading pqf the 
Chicago Board itlons 
Exchange has so> 200 
devices in a very smarea, 
altiungh there may ve to 
be some design ccider- 
ations to be take into 
account in limited 98 . 

Enthusiasts such Mr 
Itendrliks say 9reatpeo- 
trum creates the 9 pobity 
to dtagtense with region 
of the rafflo spe clrum . int- 
fog to file nnregalated^m’- 
net as a model, they sa^jv- 
amtoents sho^ step ‘de 
to allow the new avpraato 

bnld. 

But whatevar fumpetnir 
Button expects the usrf 
spread spectrum to ga 
apace. wUh the first aiq;>4- 
tiras in the home appear 
next year. Users with sevq 
personal computers willi 
able to create networks- 
connect to the internet wl 
out tile annoyance of cabl 


BUSINESS & THE LAW LEGAL PRACTICE DEVELOm^ 

Medieval guild 
besieged by a 
modern world 


Diana Bentley listens to a call for lawyers 
to catch up with the standards and 
structures of other professions 


I For Joel Henning, 
'Cblcago-based 
! vice-president and 
general counsel of Hilde- 
brandt, one of the world’s 
largest consultants to the 
legal profession, develop- 
ments in legal practice din> 
ing the past decade have 
presented some paradoxes. 

“A lot of lawyers are mak- 
ing more money than ever 
before but they've never 
been more unhappy,'' he 
says. 

The cause, he believes, is 
the fundamental, historic 
shift in their wesidng envi- 
ronment. *1116 l^al profes- 
sion in the UK and US is one 
of the last of the “medle^ 
guilds” and it is disintegra- 
ting. Lawyers are under- 
standably worried about its 
demise. 

“They blame it on all sorts 
of thing s but really what has 
riiaiiged is the world - con- 
sumers of 1%al services have 
becone more diarnwiinatiwg 
and demanding,** be says. 

Accepting reality and deal- 
ing constructively with the 
Issues confronting the pn> 
fession. however, Is essen- 
tial And for that reason he 
regrets that the concept of 
total quality management 
has had little impact aa the 
I^al proferaion. 

“In the business world 
TQM blew in and blew out 
agato bat a positive residue 
remained,” he says. But too 
many in the legal conunu- 
nity ignored it when it was a 
hi^-proCile subject and so 
failed to benefit fivm its 
effects. 

It's a pity because some 
components of TQBi, like the 
notion of continuous 
improvement careful sup- 
plier mana^ment and being 
close to the client, would 
have been powerful forces 
for good in the legal mariset- 
place.” 

The issues TQM addressed 
remain for the profession 
today. One is the need to 


shift to a demand mentality. 
Lawyers hm been guilty of 
providiiig services and prod- 
ucts without sufficient 
regard to chente’ needs. 

“Up until about 1990, no 
one asked the client what 
sort of risk or expense they 
wanted to bw. Lawyers are 
trained to provide the 
Rolls-Royce service, produc- 
ing documents and analyses 
which assume the client 
should bear zero risk. But 
cUents may want the Ford 
service - they may be pre- 
pared to bear some risk but 
want a faster, less costly ser- 
vice,” he says. 

The sure way for lawyers 
to determine if they are fol- 
fnung diems’ needs Is to ask 
them, he says. Asking for 
feedback directly should be a 
recurring effort. Lawyers 
need to be closer to cUents 
and their business strat^ies 
to develop complementary 
products and services. 

He dtes the example of a 
company that was given a 
leng^y analysis of a pro- 
posed, troublesome council 
ordinance from its lawyers 
but for a fra^on of the fee 
charged by the lawyers hired 
a lobbyist who persuaded 
the council to ado^ less dra- 
conian rqmlatlon. 

Although the partnership 
model retains its relevance 
for profit sharing and voting 
on critical issues, beyond 
that, Mr Henning says, it 
needs to be modified. 

“When law firms had 10 
partners you had real part- 
nerships. But with large, 
global entermises it is di^- 
ent We*re finding that the 
best-managed firms are mov- 
ing to a manag iri g partner or 
person who has mme power 
to make decisions and hold 
partners re^ooslble on c^ 
tain matters.” 

Acetndlng to Mr Henning, 
law firms must have a vision 
that Includes a strategic 
plan, work products - or 
what they sell selling and 


pricing policies, marketing 
plans, a suitable finaneial 
base, a good compensatioD 
system and a proper govern- 
ing structure. 

“You often need a central- 
ised structure to have a 
coherent approach to the 
other components of the 
vision,” be says. But while 
much oiganisation in mod- 
ern law firms must be cen- 
tralised. he believes other 
aspects need to be delated 
to heads of various practice 
groups. 

Another change looming 
large on the horizon is com- 
petition from other profes- 
sional service firms for legal 
work, particularly from the 
Big ^ accountancy firms. 

“line big law firms will tell 
you confidently that they 
will continue to do the big 
ticket work - but they also 
have a great deal of woriE 
which could be done by 
accountants. Accountancy 
firms may not be able to 
compete at the top level but 
that leaves several levels of 
service below where they 
could eat the lunches of the 
big law firms,” he wanis. 

Mr Henning believes lower 
level work is much more 
price sensitive. He estimates 
that about 80 per cent of the 
work of the elite law firms is 
not unique. And there are 
very few firms that could 
survive just on tbdr most 
unique services, be says. 

The accountants are not 
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Ruling on 
ice-creams 


European 

court 


In ] the latest round of 
“Ice-cream” litigation, the 
Emppean Court of First 
Instance temporarily 
the araeiTrirtn of 
the European Commission 
Ion declaring void the 
vity provision In 
cabinet' agreements 
the prtnebtol manu- 
facturer of ice-cream in 
and Rtailess. 
len Bei^ Foods, the 
manufacturer of 
ice-crea^ in Ireland, maimB 
avafiable to 
selli^ its Ice- 
^ndition they are 
used for 8^ of 


the only ones muscling in on 
the lawyers' territory. 
Employee benefits advice 
and litigation management 
services are also being pro- 
vided by specialised organi- 
sations. 

“Law firms should be 
more aggressive and more 
entrepreneuijaL Some firms 
are getting more into tax 
practices merchant ami 
investment banking. You 
can invade others’ torf and 
also become more sharply 
focused in niches not so eas- 
ily invaded by the non-legal 
oiganlsadoDS,” he suggests. 

The ^balisatloa of busi- 
ness is also having an 
impact on legal services. 
‘There is no such thh^ as a 
domestic legal practice in, 



*A lot of lawyers 
are making more 
money than ever 
before but they^re 
never been more 
unhappy* 


Joel Henning, 
vice-president and general 
oour^ of Hildebrandt 


say, Chicago. No one has cli- 
ents Yriio are not required to 
be intemational The Euro- 
pean Union, Nafta and other 
tra^ treaties, all intensi^ 
the need to be ^obal" 

For those who understand 
the ne^ and ppportonities 
of the global marketplace 
there are several ways to 
respond, he says. Some have 
opted for global practices 
wbile others have formed 
intematianal alliances. 

Whatever the preferred 
solutioa, it requires a sturdy 
approach. “Lawyers are 
intimidated by lack of cer- 
tainty In intemational mar- 
ket places but they need to 
develop robust attitudes as 
to how to best service Cli- 
ents.” 

In many of the countries 
experiencing great growth 
the law is gnite primitive. 
But while there is little 
scope to apply technical 
legal expertise, mudi can be 
done to assist clients by 
undeistandiiig how business 
operates in that jurisdiction. 

In the future Mir 'Hanning ' 
there wifi be a continual 
problem law firms In hir- 
ing and keeping file best and 
the brightest in fxivate prac- 
tice. 

“With continuous 

demanriff fgg hl^ q naWy gt 

the lowest cost, the strains 
of private practice won’t 
diminish and lawyers need 
to become much better 


employers like the aoconn- 
tants.” 

He also foresees a continu- 
ous g'Mft In the halan«B Qf 
power between lawyers 
wortdng tn-bouse for compa- 
nte and external law firms. 

“This has been another 
cause of unhappiness for 
practitioners. Once they 
were their cUents* trusted 
colleagues. But now it is 
often the Inside counsel irtio 
holds that position.” 

the feult for *>ii« a>iift in 
relations between companies 
and their external l^al 
advisets lies with practitio- 
Mrs, he suggeste. *T1i6y*re 
not estabUshlng mh«i mala- 
taining eoatinnoos rtiatioa- 
ships with cUents as busi- 
ness partners.” 

It is an issue he believes 
the profession should con- 
fremt as a whete. In the US, 
the medical profession has 
been for more responsive to 
cn f i snmor rigmanrig 

As an occasional lectiuur 
at Harvard Law School be 
finda that law y^nnla often 
remain resistant to pro- 
grammes designed to 
inqirove cUent/lawyer UDde^ 
a tawHing and communica- 

tiOSL 

US medical sriiools, how- 
ew, are training students to 
de^op the ablUty to have 
more open, trusting relation- 
riiips with patients to com- 
plement their technical 
alriTlB. 


freezer 
retaile 
creams 
exclusl' 
those 

Mars, an^gr food manu- 
fectuiw, tl^x|^ eudi exclu- 
sivity ccmfraiy to EC compe- 
tition rulesi/fo peraOfil with 
litigation in tite Irish co urt s, 
it complained about *hib 
practice to toe European 
Commissi^ Commis- 
sion decided su& exclusivity 
was contrary toube competi- 
tion mled and'refoaed to 
grant an ezamptiba to Van 
den Bergh for these agree- 
ments. Van dm Hergii 
api^ied for su^mdon of the 
execution of this 'decision 
until it could ap^al the 
matter to the Etropean 
Courts. ' 

Van Oen Betgb aigied the 
Commiasion had InccKrecfiy 
assessed the foredosing 
effect of file freezer cabinet 
exclusivity. Those outlets 
having space for' tvn or 
more freezer cabinets had 
sufficient space to p1a« a 
cabinet belon^ng to fium- 
selves or another supphar. 
That 40 per cGDt otf all rrtdl- 
ecs had freezer cabinets po- 
vlded exclusively by Vai 
den Beigh did not Ynavn 


changing a long-standing 
dMributioa system, ft also 
meant competitm such as 
Mara would try to sell their 
products throng outlets 
previously less acceselble. It 
seemed 'Van den fiergfa’s dis- 
tribution system would suf- 
fer serious and Irreparable 
harm if the exclusivity pro- 
vision were revoked. 

There were also serious ^ 
practical difficulties for Van 
den Barge if the exclusivity 
provisions were revoked 
only to be later finind com- 
pattble with the competition 
rales, ft would be very di£B- 
cttlt to make letailera com- 
ity with the exidasivtty pro- 
vision again. And 
enforcemmit was sot a mat- 
iec of urgency for the Com- 
mission. 

The Court also noted an 
apparent contradiction 
between the views of the 
Irish courts and the Commis- 
sicxi on the legality of tbe 
exclusivity provisions. A 
decision of the Irish courts 
had found the exclusivity 
pravdslcajs to be compatible 
with the competition rules 
whereas the Commission 
had impugned them. 
Buforcement of competition 
rules was a shared compe- 
tence between the Cmnmls- 
sioB and the national courts. 

This conflict jeopardised 
legal certainty. Adverse oon- 
sequaices should be limited 

as much as possible. 

TTie Court said fiiat tbe 
Commission’s interest in 
having the infringement 
brou^t to an end could not 
prevail aver Van den Beigh’s 
interest in maiwtaiwiwg ' its 
distribution system. 

Immediate execution of 
the decision would risk caus- 
ing Van den Hw-gh serious 
and zrrepazabla harm and 
create farther legal uncer- 
tainty. ihe feet that its com- 
found it difficult to 
distribute their products as a 






40 per cent of retail outleb 
were inaccessible to other, result of the alleged stroc- 
suppliers. ‘‘ tural banlen could not take 

U had also been decided by precedence over tbe risks 
the Irish courts that the identifled. 
exclusivity provisions did 
not even infringe tbe coi u pe- 
titkm rules to begin with. 

The Court had to address 
tbe Issue of the uzgeocy 
the application for suspen- 
sion. The eBect of tbe Com- 
mission decision was that 
tbe exclusivity provision 
would have to be revcM, 


^ T-66J98 R, Vm den 
iergk Foods ltd, v Commis- 
Son^ Order (tf die President 
t>e Oouri First Aistonee, 
7. 2998 

Bsiek Court 
Cbrnbers, Brussels 









financial TIMES TUESDAY 


JULY 14 1998 ★ 


11 


7 


MANAGEMENT 


CATE R PILLAR AN D CUMMINS __ 

# Engine makers take 
different routes 


the two rivals are trying to move 


intf\ Lwww iivcui9cuc uyiiiy lu <ilUi 

^ technologies - one through 

a^isrtion, the other through joint ventures 

control or not to 
KH cuntrol - that is the 
question fscing many 
cooopanies as they consider 
how to gain access to new 


markets 
up with 


technologies or 
through linking 
other businesses. 

'Htere ure few better esam- 
pJes of the different 
approaches than the battle 
for dominance In the large 
diesel engines sector, in 
u^ch GateipiUar and Cum- 
mins Elqgines, two big engi- 
neering companies in the 
Us, compete head-on. 

Caterpillar is best known 
for its earthmovl]^ equip- 
ment, of which it Is the 
worid^ leadit^ maker, but 
last year it gained one- 
quarter of its near-$l9bn 
sales Uvough diesel 
These are sold to costomers 
in power generation, ship- 
building, trucks and indus- 
trial machinery, and are 
directly related to the 
engines Caterpillar builds 
for its own use. 

Cummins focuses far more 
on endues and derives most 
of its nearly $6bn annual 
revenues from these prod- 
ucts. whidi are sold to cus- 
tomers similar to Cater- 
pillar's. With both compa- 
nies about the sama in 
terms of revenues from die- 
sels, Cummins is slightly 
ahead in units - Caterpiilar 
generally sells its engines 
with additional equipment 
to fit them to specific 


applications, which pushes 
up prices. 

According to indusby sta- 
tistics, Cummins is the 
world’s biggest maker of 
large diesels (more than 
SOdhp) in units. Caterpillar is 
in third position with Navis- 
tar, the US truckmaker, 
between them 
_ Caterpillar and Cummins 
differ in their stance on mov- 
iag into new markets 
through joining up with 
other businesses. In the past 
decade, Cummins formn- 
lated a strategy based on 
joint ventures with outside 
groups - including custom- 
ers and competitws. 


For instance, Cummins is 
building a new family of 
ez^es for power generation 
with Wartsila of Finland and 
runs an engine &ctory in the 
US jointly with Case, the b^ 
US tractor and coostniction 
machine supplier. In 1996, 
Cummins formed a $SOOm 
joint Venture with Flat, the 
I talian groiQ), tO develop 
make engines for tractors, 
buses and trucks, to be fitted 
early nest decade. 

It also has several partneiv 
ships with Eomatsn. the big 
Japanese company vriiich is 
second to Cate^Olar in exca- 
vators and a big engine 
buildtt in its own ri^it 


Oateipillor, meanwhile, 
has taken a detwmmedly gb- 
it-elooe anaroach. prefixing 
to stay in crayitete control 
of its new engine vKitures. 

In the past two years, it 
has spent more thw S2bn 
buying engine companies 
worldwide - including IdaK 
(tf Germany and Peikins oi 
the UE. makers reflectively 
of very large engines for 
electricity generation and 
aTt^ of smaller engines 
suited for fitting to new f!am- 
ilies of compact construction 
machines. 

The taiidi- cost of adaptiz^ 
diesel technologies for use in 
new types of products is 
driving the decisioos of Cat- 
erpillar Cummins. Both 
companies have spent bil- 
lions of dollars since the 
1930 b developing their diesel 



Henderson: CummltiS) he s^rs, hes tied to teem e more open way of sharbig bifer ma don wRh woridwide ccdtaboreteis 


know-how. Building a new 
series of en^es with differ- 
ent applications can cost an 
extra $3QOin-$400m. Much of 
this cost is linked to modem 
techniques to satisfy fuel 
consumption demands zuzd 
poUntion controls. 

Buying erlsting pompaniBw 
can often be less e^naive 
than trying to develop the 



ShaheetK Cstaqiato' has general^ a&ned fi)r eompiefia eonirof of at new engftie ventures 


nchses: Jsson Orton 


new applications indepen- 
dently. according to Gerald 
Shaheen. head of Cater- 
pillar’s engine products divi- 
sion. “This tedmok^ does 
not come cheap," be says. 

He adds that Caterpillar 
has generally aimed for com- 
plete control of its new 
engine ventures, partly to 
safoguard what it regards as 
proprietary know-how that 
feeds directly into the 
enginaa it uses internally for 
its ccmstruction equipment 

Managers in both parts of 
Caterpillar’s engines busi- 
ness - concerned with cus- 
tomers inside and outside 
the company - are encour- 
aged to share development 
and manufacturing ideas, 
which the company sees as 
vital to sustaining a competi- 
tive advantage in its znachin- 
ery btisiness. 

Cummins has taken a 
more flexible stance, with its 
smaller financial base pre- 
cluding the kinds of acqiusi- 
tions Caterpillar has opted 
for in recent years. Its mana- 
gerial bias is also more ort- 
mted towards collaboration 
- almost all its sales are 
built around mirnp einri of 


partnership with customers, 
which buy engines for fitting 
into tbelr own products. 

Even so. Jim Henderson, 
Cummins chairman and 
chief executive, says the 
company has bad to leam a 
more open way of sharing 
information with its world- 
wide coUabOTators. ’’I would 
not have imagined 10 years 


The high cost of 
adapting diesel 
technologies is 
driving their 
decisions 


ago that I would spend so 
much time as 1 do now trav- 
elling around the world and 
talking to partners on new 
engine ventures." be says. 

The new approach has not 
always been easy. In the 
past decade. Cummins had 
to take the tough step of 
shutting down its own US- 
based development pro- 
gramme oo large generator 


engines, in favour of the new 
project with Wartsila. This 
involved teaming up on a 
new production operation 
for the eogines in France. 

But the company has prob- 
ably benefited from lessons 
learnt in its long, and some- 
times turbulent, partnership 
with Komatsu. It formed its 
first joint veuture, purely on 
manufheturing. with this 
company as far back as 
1961. 

Strains appeared in the 
198D5 as the Japanese group 
sought to loosen the ties 
with Cummins on en^es 
by radical price cutting in 
the latter's home market in 
North America. In one epi- 
sode in 1987. the then 
Komatsu president described 
Cummins as ’’the enemy” at 
a ceremony to cqzen a US ihe- 
tory. But relations have 
clearly become a lot more 
cordial. In the past few 
weeks, the two companies 
have announced a joint ven- 
ture to collaborate on small 
engines in a move which Mr 
Henderson regards as an 
important element in his 
company's efforts to branch 
out into new businesses. 



PEOPUEONTUEMOVE 


Lane to leave 
Travelers for a 
return to asset 
management 

JfldEfIray Lane hea decided to 
end his ^year assodahon 
wrtth Travdara' boss Sandy 
WSIB to taka up B 
rtewty-created post an 
Neifoerger& Berman, the fund 
management group. 

Lane. 56. has spent dght 
yews at TraveleiB Group, 
most recentty as 
vneeKihairTnan responsible tor 
various administrative 
tonetions. 

He says lecavirrg Travelera as 
it embarks upon its 
ground-breaking merger wKh 
Citicorp - wt^ he describes 
as "the defining financial 
services merger* - was a vary 
difficutt decision, but he 
missed hands-on asset 
management. 

Lane began his career wito 
CBWL’Hayden Stone, the firm 
founded headed by Wefll 
and later served as pi^ident 
and chief operating officer of 
9>BBrson Lehman Brothers. 

Neuberger & Berman has a 
long-standing business 
relolionshf) with Travelers. 

The portnership emdoys 
around 1,000 stafl and has 
more than $60bn in assets 
under manager^i tor 
vtohriduals, institutions and its 
$24bn family of no-load 
mutual funds. 

"Jeff IS an unusual talent in 
our industry with a broad 
lange of expenenoe arxJ 
exposure." said Larry Zicklin, 
tqeuborger & Berman's 
managing pnneipaL 
Traev Comgan. New York 

KPMG shake-up 
in Europe 

As central Europe seeks to 
lOin the Euiopean LlnKsn. 
KPMG has SpBt Its oper^ons 
tnoro into a separate regtori, 
headed bv Richard Eblhig. 
EMng, who qualified as a 
Chmiored accourriant m toe 

heady vear of 1968. says he 

left the' UK (or Germany soon 
aftftf partly as a reaction to 
the ponnissivti aura ot 
■swmginq" Lor%don. The move 
paid off. Sincp 1993 be has 

been chrof uxocuiive of 

KPMG's 30.000-Qtrong Europe 
which covered 
ceuntnoc from 

KPMG has spM off the CfS 
into a nmv roptoo run froni 
Moscow b>’ Roger Munninge, 

tomwiy responsible for^ 

uftito Colin Holland, 
qg, steps up ffom running 
Luxembourg io take owr 
western Euwpo arto Eblir^^ 
doutops to Budapest wt^ 
he wiB ov»if&cn central Eunspe 
tMtfi its i.7t® or so staff as 

OumJ. nalon and 


develqping a region that is 
growtog faster than western 
Europe arxl detects a 
entrepreneurial spirit in toe 
area. He said: There are 
peqsle in garages in 
Bucharest and Bratislava 
setting up ccHT^zanles now 
which w3 be Fortune 500 
compmdes in the not too 
(fistant totore.* 

ChTfstopharBobinskL Warsaw 

CariotS rises 
at Mediaset 

Mediaset, the Italian 
broadcaster, has named 
Mauirio Cartotfi mariaging 
director of its media and 
programming diviskxi. He 
joins GSttfano Adreaqi, vtoo 
has been reoonnmsd as 
advertising managing director. 

They replace Carlo- 
BamaaeonI, who w4l am Mm 
production and dtablbutlon 
unit Medusa, and Adriano 
GrtBara. who vriU concentrate 
toM-time on manatfng soccer 
team ^ MHen. Both remain 
on the Mediaset board. 

CariottI comes from 
managing Telednco, 
Mediaset’s Spanish television 
channel, and his appointment 
was received wonmiy by 
bwestois. Mediaset shares Ht 
their highest level tor more 
than two months after his 
appointment and news that 
the group is to resume tafts 
on a European partnersNp. 

New directors 
at Darby 

Peter Jones, drector of West 
Merchant Bank's Latin 
American strategic 
transactions group, is jdning 
Darby Overseas Investoients, 
the Latin American-focieed 
investment group established 
by former US Treasury 
secretary Nidiolas Brady, as a 
managing director. 

His af^wlntment follows the 
move to Darby last month of 
jtdo Lsstrea, tormer director 
of the capital mark^ 
department of the 
international Finance 
Corporation, the private equity 
aim of the Worid Bank, and 
Jorge Martins, formerly with 
gaxxon C^sftal. a SdMan 

investment bank. Lastre^ who 

nad been with the IFC since 
1969, joined as a mattagihg 
director and Martins, virtio was 
also with the IFC until 1994, 
as 8 seraoT principal. 

Stephen Fidlar. Washington 


Moving 

places 


V Vc^kswagen has named 

Geiti Klauss preslderrt of Its 
ijS and Canadian sub^teries, 
Kiauss. vice-presidenl of VW 

of America and head of Autfi 
In toe United States and 
Canada, wiH take over frorn 
CirvB Warrflow at the end of 

52. has 25 years of 


experience, woridng with 
Daimler-Benz in Germarvand 
North America before joining 
Audi of America in 19S2. 

• Darsel (tolson has been 
appointed wce-chairman of 
Sojtham, Car^da's largest 
newspaper pubGsher. He is 
wce-chainnan of Hollinger. 

• Lehman Brothers has 
appealed DaGp AwasW 
senior vtoe-preddoit and 
head of its exparxled Asian 
credit research group. He 
joins from UBS. 

• Massiino Armanifd, UBS's 
country head for Italy, is goirtg 
to Parmalat, toe food 
comp an y. 

• Lrivnan Brothers has Hred 
Robert Zefitiafei from Jardine 
Fleming as senior finsncial 
senrices analyst hi toe firm's 
Aslan equity rowea i a h groc4>. 

• Barckqrs has named 
Kami Kalkat chief executive 
of Its Indian operation, based 
In Bombay. He was joint head 
of Investmen t banking at 
Jarefine Fleming, Inda. 

• BBC Woridvride and 
Discovery Communications 
has ^ipointed the BBC’s 
CaiKfaee Carfiste ehl^ 
operating officer of JVP, Rs 
p^uction joint venture. 

• UBK Asset Management, a 
subsktiaiy of toe United Ba^ 
of KuwaiL has appointed 
Robert Rfend, 40, chief 
investment officer. 

• Daniel Lewis has bewi 
named president of Booz 
AUwi & Hamilton's woridwide 
commeroial business. 

• DanW Brestte; p real d ont . 
Clinique, USA and Canada, 
has moved to president of 
Estee Lauder, USA and 
Canada. Wiliam Lauder, 
president. Origins Natural 
Resources, replaces him. 
Lynne (areene, senior 
rice-prerident, sdes »td 
education, Crig'ms, replaces 
him. 

• Gary SehmafanMdt has 
been named chairman and 
chief executive of CIGNA's 
European insurance arm. 

• Rtoardo Alvarez Tostado 
has been named dtief 
executive c4 Mexican com 
maiing concern Grupo 
Industrial Maseca. 

• Merrill Lynch has 
af^xunted Mer c e d oe Grau, 

31, as si s t a nt vice-presklenL 
She vriB manage the prfvata 
banWng team in BarosloruL 

• Arthur D. Little Japai, pat 
of the consulting firm, has 
named former US ofiidd (Men 
FukusMma president and 
reprasantative drector. 

• Eric Soares, 35, has been 
appointed head of operations 
at Novd Franca 

• Spanish beef producer B 
Agufla has appdnted Naae 
SluQband finaice dfrector. 
The 44-yaar-dd Dutchman 
was finance director of 
Hekiekm Bqrort (aroupk Its 
parent company. 

• Morgan Sfanjey Dean 
Witter has ^gKrinted £teve«i 
Haricer managing director and 
chief executive ks 
operations in Australia. He 
comes from BZW. 












AB AIRUNES AND BOEING, 
rr ALL ADDS UP TO SUCCESS. 
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Aeben raplays <frem top toft ekwkwto^ black day in Marseiltos, bto acfi ed Ro ma n ian a, odeurM gianta, Sukor croums a ebaquarad aaoaon, Tbiton trooper, RoraWo'a purpto pateh, rafareaa an red, ZUam's pol fl# floUt othars aea ste^ Owen sMiM) and Guft cineii 


ABIDING IMAGES A TOURNAMENT SCRAPBOOK 


Dancing and diving to 
football’s festive beat 


France’s path to glory 


The FT’s team of reporters in France pick 
out some of the tournament's defining 
moments - both on and off the pitch 


June 10, Paris: The morning 
of the opeoing game, and the 
city is overrun with Scotland 
fans. At the Trocadero mon- 
ument a drunken, liberally 
tattooed Glaswegian is 
playing football witb a 
young French boy of north 
African descent. The Scots- 
man repeatedly fhJls over, 
the boy is an eight-year-old 
Maradona, and the large 
crowd in the sun laughs. 
Later that day, the game 
between Scotland and Brazil 
surprisingly takes a much 
more equal coume. 

June 10. Montpellier: 
Morocco against Norway, 
and after a bristling start 
from the Scandinavians, the 
Moroccans take complete 
control, inspired by the deft 
skills of their ponytailed 
midfielder Mustapha Hadji. 
Bad defending costs them 
the three points, which they 
will come to regret. A local 
Moroccan businessman is 
gently prised from reality by 
bis team's performance: 
’‘There are three fovourites 
to win this World Cup: Bia- 
zll, Germany and Morocco.’' 

June 13, Lyons: In an oth- 
erwise bland G.xture between 
South Korea and Mexico. 
Mexican winger Cuauhtemoc 
Blanco unv^ the touraa- 
ment's only genuine skilfui 
innovation: the "frog” drib- 
ble, in which he traps the 
ball between his feet and 
jumps over the outstretched 
legs of two opponents. 

Jane 14, Leas: A Jamaican 
DJ has set up shop in the 
square outside Lens station 
and booming reggae beats 
nu the evening air. The Cro- 
atian fans prove as incapable 
of dancing in time as most 

BETTING 


other white Ehiropeans, but 
no one minds. Is this the 
first recorded large-scale 
meeting of Jamaicans and 
Croats In history? 

Jane 14, Marseilles: 
England supporters begin to 
gather in the city's Old Port 
for the forthcoming match 
against Tunisia. Many of 
them are drunk by mid- 
morning. A middle-aged 
local woman begins to ban- 
ter good-naturedly with a 


both teams and the neutral 
French applaud. Suker ends 
the tournament as top 
scorer. 

Jane 30, Saint-Etimme: A 
hot day, witb violence inevi. 
table, althou^ the English 
/has It on the Aigea- 

tines only after their team Is 
knocked out of the World 
Cup on penalty kicks. For 
mo^ of tte game. Argentina 
outclasses Ei^and. Yet just 
one moment persuades 
much of the world that the 
English should have gone 
through, ft is Michael 
Owen's Coneordesque flight 
through the Argentine 


advances on the terri- 
fied Jaap Stam, and hurls 
himself over Siam's knee. 
Everyone eiqrects an Argen- 
tine penalty; instead, the ref- 
eree gives Ortega a yeflow 
card. Edwin van der Sv , tire 
Dutch keeper, engages In 
debate with Ortega, who, 
quite unexpectedly, soars 
heavenward to deliver a 
gentle headbutt 
Ortega is sent off. Two 
minutes later, Frank de 
Boer, one of Che men of tire 
World Cup, drops a 45-yard 
ball oo DeanJs Ber^camp's 
right toe. What follows is 
perhaps the most eztraordi- 


group of beer-swilling men nary goal of the tournament, 


One of them caresses her 
cheek in what looks like a 
surprisingly tender moment 
In ihct he is mairfng a Joke 
about her facial hair. If only 
cbarmlessness was their 
worst offence. Marseilles will 
become a battle zone for tire 
next 48 hours. 

Jme 29, Moatpellien Ger- 
many beat Mexico, luckily, 
after falling behind to 


FT France G8 
reporting team; 
Peter Aspden 
Patrick Harverson 
Simon Kuper 
David Owen 


the diftmiftflal of Argentina, 
and the rediscovery of why 
so many people watch the 
Worid Cup. When it Is good, 
it is very good indeed. 

inly 7. Marseilles; Hie 
fans in the Stade vaodtome 
form a vast bowl of oranges 
and lemons as Holland face 
Brazil In a semi-final that 
many purists describe as the 
“real*' final. The seeds for 


another goal from the excel- &azil's downfoU are already 


lent Luis Hernandez. The 
Germans always win like 
this, people say. Watch them 
go all the way. But not this 
elderly German side, com- 
pletely reliant on the spring 
of Oliver Bierhoff and the 
reflexes of Jurgen Klins- 
ouum. They stumble out in 
the next round. 

Jane 30. Bordeanx: It is 
the second round and Croa- 
tia and Romania play proba- 
bly the waist game of the 
tournament, a i-O win for 
Croatia. Yet Davor Suker, 
Croatia’s striker, saves 
everyone's afternoon. Twice 
he pirouettes almost a full 
circle while dragging the 
ball around a Romanian 
defender with the sole of his 
boot, before taking off down 
the wing. Each time fans of 


defence. En^and briefly go 
2-1 ahead. 

July 4, Marseines: When 
the Worid Cop is as good as 
It is meant to be. the fans 
become inelevant The fiist 
two weeks were bland: the 
good teams won, everyone 
defended, and everyone 
played the same way. The 
competition finally took off 
daring England-Argentina. 

HoUand-Argentina, today, 
is even better. Two of the 
best teams in the World Cup 
score a goal each, rattle vari- 
ous posts and countless 
nerves. 

Witb 11 men against 10 
after Arthur Numan is sent 
off, in the broiling heat, 
Argentina will surely win. 
Ort^ picks up the ball. 


Brazil cost punters dear 


Brazil’s appalling perfor- 
mance in the World Cup 
final will have cost bettors 
dearly and ensured big prof- 
its for commercial bookomk- 
ers, who always prosper 
when a hot-shot favoiulte is 
reduced to rubble, Michael 
Thompson-Noel writes. 

By last Friday, the FT’S 
£1.000 World Cup betting 
pot had incurred a probable 
loss on varioos bets, Indud- 
iog Argentina to win and 


Gabriel Batistuta for the 
Golden Boot, of £290. 

In an effort to wipe the 
slate clean, the remaining 
£710 was staked on Brazil at 
8-lS (stake £15 to win £8). 

Brazil were very dodgy 
favourites from the outset: 
it would have been better to 
have stock to this original 
conviction and pat the £7io 
on France at 18^ 

The best of the FTs bets 
was £40 on Denmark at 33-1 


at the quarter-final stage, 
where the Danes were 
unlucky to be beaten 3^ by 
Brazil. But for Hivaldo's 
goal in the 60th minute, 
Denmark could well have 
gone on to wia the 
championship. 

The FT pot finished with a 
total loss of £1,090, includ- 
ing £90 in UE betting tax. 
The organiser has departed 
for a long holiday sooth of 
the equatw. 


here: an unwilUngness to 
attack, defensive weakness 
in the air, an over-reliance 
on Ron^do. The Dutch pas 
impressively enoogh. but 
Dennis Bergkamp has 
dedded to go misgfng for the 
evening. A bad time to play 
his worst game of the tour- 
nameoL 

July 12 . Saint-Denis: The 
final. Christopbe Dugarry. 
the French substitute, crias 
his eyes out after the final 
whistle. Aim4 Jacquet, the 
French coach, is held aloft 
by his players, brandishing 
tte golden tn^riiy. 

In Paris, several million 
other iodivjdua] celebrations 
go on. In one restaurant, a 
few yards from the Paris 
Opera, a beautiful, bl<mde 
woman, wearing a ’’Zidane 
lO" French shirt, whirls 
around the dance floor for 
houis. One suspects that the 
modest Zidane, not many 
years out of a pom* Marseil- 
les suburb, would have been 
surprised to And such ele- 
gant admirers. 

She Invites a succesrion of 
German men to join her. But 
inside their head Is the 
remark made earlier this 
World Cup by Berti Vogts, 
GoTiiaay’s coadi who had 
said that his country’s fom- 
bailers are so inel^ant they 
’’dance like refrigerators”. 
The Worid Oq> may be a car- 
nival of nations, but tonight 
is no time to be anything but 
French. 
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In praise 

of the 
lengthy 


Winam r>acker on Josef Herman. ancJ 
the remarkable Shani Rhys James 


It goes on, this sninin^ ftOl 
of painting not by the ihsb- 
ionable young but by some 
of the UK’s most distin- 
guished senior painters. 
Jc^ Hennan, at 87. has a 
fav claim to such seniority, 
sun active and very much at 
work, and with not one, but 
two retrospealves to prove 
iL 

Herman has had several 
retrospectives before, the 
first at Whitechapel in 1956, 
the latest, at the Camden 
Art Centre in i960. Recogni- 
tion enough, perhaps; but 
never yet the final accolade, 
the definitive exhibition at 
the Hayward co* the Tate. 

A closer look at a long 
record of exhibitions that 
began in Warsaw In 1932. 
reveals many smaller shows 
in private galleries, backed 
up by the occasional 
regional tour, and nothing 
substantial since 1980. The 
Tate, indeed, bolds works of 
his, but mostly prints and 
drawings with only a couple 
of oils. Suddenly these two 
shows, each graced by a 
handsome and informative 
monograph, seem as much 
reproach as celebration. 

The trouble is that artists 
too easily get fixed, in the 
cuiatorial and critical mind , 
in the time they first excite 
attention. And in our |sreoc- 
cupation with the new and 
the j’oung. we forget that the 
artist’s may just as properly 
be a long career. Only when 
wc look back across the 
whole do we see how much 
we have been missing. It is 
not that the early work is 
not important nor of high 
quallt>*. but only that it is a 
start. Hemiau's early work 
is indeed remarkable, and 
deserved its success in the 
1940s and 1950s; hoc that, as 
wo now see. should not 
obscure the quality, nor the 
constancy ulthln its develop- 
mom, of what came after. 

Hemvm was boro in War- 
saw into a poor Jewish fam- 


ily, and there he studied and 
became a painter. Young 
and idealistic, he was partic- 
ularly Involved with a 
left-wing group of artists, 
The Phrygian Bonnet, that 
took the working and pees^ 
ut life as its printipal sub- 
ject. And So for Hennan, 
mutatis mutandis, it has 
remained. Munch was an 
early influence and. of 
coume. Courbet. Van Gogh 
and Rouault. 

In 1938, he left Poland for 
Belgium, and in Bruss^ dis- 
covered the group of contem- 
porary expressionists, then 
in their 5Gs and fills, of de 
Smet, van den Beighe 
most important for htm of 
all. Constant Permeke. The 
two years be was to gp wnrf in 
Belgium formed his art, as 
much in its facture as its 
imagery, with a low, <» l os e 
tonality, and the heavy pbys- 
icality ot the paint itself, to 
mat^ the sombre, simple 
monumeatality of his miners 
and peasant labourers. 

In 1940, he escaped the 
invading Germans fay a ctr- 
euitous route and extreme 
good fortune, fetching up in 
Glasgow by way of La 
Rochelle and LiverpooL He 
has ronained in the DK ever 
since, living in south Wales, 
Suffolk Scotland as well 
as London. And to look back 
on the work by which the 
UK first rs»mc to koow, 
is to see that already he was 
biingiDg to British art some- 
thing that was HlteMririt. — an 
impnwrinneH Simplicity, man- 
mnmtal and auttuvitative in 
its fonnal statement and 
control, that was both politi- 
cal and transcending all poli- 
tics. 

The figures of his more 
recent years may have 
grown more abstracted, 
mythic and symbolic Yet we 
sec in them, as in those old 
Welsh miners In shirt- 
sleeves and helmets, and the 
peasant In his cart along the 
lane, the same essential syro* 



*811011 OnSM, dataB, by fihenl Rfifs James, who is Dttia known outikfe her nathtt Wales 


pa thy, universal, indifferent, 
nufimbittered and humane. 

Of these two shows, I have 
seen only that at nowers 
East, but knowledge both of 
the work and of those 
involved in its presentation 
at the Boundary, gives me 
every confidence in the dou- 
ble recommendation. Also at 
Flowers East. “Artist of the 
Day*, the annual exercise by 
which established artists 
nominate a fellow whom 
they admire, whose work 
then fills the gallery far a 
sin^ day. is in its second 
and fin^ week, though 
examples of those already 


shown will have been kq?t 
back. By its very nature 
recommendatiui can only be 
given sight unseen, but 
again by experience I do so 
whole-heartedly. That those 
still to come have been nom- 
inated by Freya Payne 
(today), then Michael 
Tyzack, Trevor Sutton and 
Sean Scully, is recoininenda- 
tion in itself 

A final recomniendation is 
to the PatOD Gallery next 
door, and the fiiA substan- 
tial group of paintings by 
Shani Rhys James to be 
shown in London. Now in 
her 40s, she is little known 


outside her native Wales, 
but her career spanned a 
period in the 1980s in which 
expressionist figuration by 
young artists saw a consider- 
able revivaL 

Her pgsAnttai subject is the 
self-portrait, from vast to 
tiny, at once unsentimental 
and celebratory. The con- 
text when not close-up. is 
the kitchen, house or studio, 
often elaborated with sttil- 
life of quite bravura accom- 
plishment One studio table- 
top here, a forest of pots and 
jars, is a tour de force, wor- 
thy of (Corinth or Eosor at 
his best I reviewed her tour- 


ing show last year at some 
length, and so will say no 
more than that she is a 
painter of remarkable power 
who should be, will be, bet- 
ter known. 


Josef Hennan . tbe Walk is the 
LUk Hawns Ea.«u , 282 ffich- 
moDd Road unlii Aagnst 2. 
Josef Hennan Retrospective: 
Boundaiy Gsgeiy, 98 BomidaiT 
Road KWB, uotil August 2. 
ShBu Rhys James: Patoo Bat- 
tery, 282 Rkhmood Road BB, 
URI8 Aagnst Z Artist of the 
Day: Rowers East, 282 RMi- 
onod Rood, infl .hily 17. 




Everyone suffers for art in ‘Manes’ 


7HWTRE 

Manio' 

Thtaa MBs Wand Stndios, 
landoR 

In the hands of the 
i Barcelona perfonnanoe emn- 
' pony. La Fura dels Bans, 
theatre has nothing to do 
with passive recreation. 

The company is renown 
for its wild, conftoatational 
.style and its latest show, 
Mantfs. bursts upon Three 
Mills Island Studios (as 
part of the Greenwich and 
Docklands Festival) like a 
thundorstonn. it is spectacu- 
lar. often datzling and fre- 


quently terrlQing. One 
xni^t describe the produc- 
tion as a “promenade pafo^ 
mance". although in feet the 
experience for a member of 
the audience is doser to that 
of a heUer at a cattle auc- 
tion. 

You are first herded into 
the vast dark space, blinkixig 
in the near bladt and tryius 
to avoid foiling over objects 
and people. In tbe centre of 
the space, a pair of dimly lit 
actors p ^onn a bizarre rit- 
ual. which to consist 

of passing a piece of liver 
back and forth between 
them. 

You pwder on the mean- 
ing of this at your peril, 
however. Suddetily you are 


shoved brutally aside by 
fierce men pushing great 
metal trolleys blaring with 
li^ts, who charge through 
the crowds scattering specta- 
tors right and left. 

From another direction 
come more grim-foced fig- 
ures. hauling giant eggs 
made of slats of wood. Muae 
pounds through the audito- 
rium. The ^gs judder and 
roll nwiinomtly - by SOW the 
crowds are backing away 
nervously - only to split 
open unexpectedly, disg^- 
ing, wild, spitdtil figures In 
vests and nothing else. 
These new-born sprites run 
amok, jibbering and 
shouting, spraying water, 
terrorising the audience 


and trashing props. This sets 
tbe time for the evening. 

Members of the audience 
cling to their partners as 
various apmrenUy malevo- 
lent figures materialise 
among them, forgixig paths 
with their strange profes- 
carrying out mysteri- 
ous rituals, erecting poles 
and climbing them, or 
rolling through the audience 
coaxing individuals into 
commanicatiiig with them 
and then ^ w a yhag them with 
white liquid 

What is it aD about? Wen. 
the dossier that comes wifo 
the show tfliim about investi- 
gating “the relativity of 
a^)ects of human personal- 
ly' ei^wrienced internally 


and externany” and recreat- 
ing “tbe schi^d attitudes of 
the Sn-de-fiecle decade”. 

This is not immediately 
dedpherabla They certainly 
plunge you into a frag- 
mented world, full of coD- 
fosed and angry characters, 
althou^ to me it frit more 
iih» being immeraed in some 
medieval vision of the 
inferno. The piece has its 
own integrity, appearing to 
move along a path from 
birth to death, and tbe com- 
pany creates some stunning 
and unsettiing images. In 
one of tbe most striking pas- 
sages, two women limp 
around tbe space, hauling 
behind them a wooden truck 
full of mewling, wiggling 


swaddled bundles which 
could be babies but are also 
horribly reminiscent of mag- 
gots. They place the Inmdles 
singly on tbe ground, each 
with its own candle, where 
they continue to writhe and 
cry - a truly disturbing 
moment But if tbe audience 
has to sufibr for art the per- 
formers do even more so: 
one woman bad to rip not 
one, but two dead chickens 
apart with her teeth. 

Tbe performers are fit, 
furious and fri^tenlng; tbe 
show noisy, messy, intense 
and sometimes brilliaot. 
And, as you pick your way 
out at tbe end, takiiig care 
not to slip on bits of 
squashed chicken, you feel 
as though you have escaped 
from some disturbing but 
strangely compelling night- 
mare. 


OPERA CARMEN/LSO 

In anticipation 
of the bullring 


The usual justification for 
concert performances of 
opera is that they give an 
airing to resiertoire which is 
too little . known- 'or . too. 
expensive to stage. Or. ftrie 
happens to’be a recording, in 
the nffing Or, like the Royal 

Opera tbei^ past several 
months, you’re homeless. 

. Well. Sunday’s ‘concert 
performance of Carmen, 
given by the London Sym- 
phwy Orchestra and Chorus, 
under Sir Colin Davis, 
needed no such justification. 
The platform of tbe Barbican 
Centre may a long way 
frcMn Seville, but this City M 
London festival performance 
was more theatrical, and cer- 
tainly more musical, than 
most staged productions. 

Sir Colin conducted with 
all his old flair: this is a 
score which brings out tbe 
visceral in him at the 
expense of the cerebral. Tbe 
perfume of the cigarette 
girls’ chorus, the local colour 
of Lilias Pastia’s, tbe moon- 
lit watch of the smugglers, 
tbe anticipation of the bull- 
ring - Sir Colin’s reading 
encapsulated them all. 

He is a Carmen interpreter 
sans pareil, but I'm sure he 
would be the first to 
acknowledge the idiomatic 
responses of the LSO princi- 
pals and the wholesome dis- 
cipline of the Chorus (cho- 
rusmaster St^ben Westrop). 
Carmen ultimately depends, 
of course, on tbe singer of 
the title role - and in Olga 
Borodina we found the 
gypsy of our dreams: a 
classy woman who knows 
her value, a Carmen with 
sex appeal and majesty, an 
individual with a heart, but 
who knows how to bare her 
cat's claws when wronged. 

Dressed in a lacy black 
number that made her look 


formidably. Spanish. Boro 
dina simply oozed personal- 
it>'. And the voice comes in 
the. same size. Rare is tbe 
Canuen vi-ho can sing with- 
out a break in register, who 
can command such a sultry 
sotio noce. who caresses her 
lines so oaturally. 

' Given tbe platform rapport 
between the principals, this 
had the feel of a staging - 
though no one was credited 
in the programme for what 
was clearly an toteHlgentiy 
rehearsed animation of the 
dialogue. That applies less to 
Nikolay Dobrev's inexperi- 
enced Elscamillo »han to the 
young Slovak soprano 
Andrea Dankova, a natural 
performer with a sweet voice 
and fetching looks - perhaps 
too fetching for the quiet 
country girl wbo can't bring 
herself to plant a kiss on 
Don Jose. 

There were doubtless 
many women in the audi- 
ence wbo would gladly ha\'e 
taught her how. for the lov- 
estruck soldier was sung by 
the new tenor heart-throb. 
Jose Cura. Is he as good as 
his publicity? There’s not 
much cbaracter fo tbe voice, 
short of an abilitj’ to whip 
up tempenuuent and capital- 
ise on the money notes. 1 
think he relies too much on 
these “external” qualities. In 
moments of lyrical expan- 
siveness. his phrasing is 
short and unimaginative; the 
Flower Song showed little 
grasp of style, and be needs 
to polish his French. But 
there's an animal physicality 
to his singing - and that’s 
no disadvantage in a concert 
performance of Carmen. 

Andrew Clark 


Barbican Centre, London. 


Let there be life 


THWTRE 

A^ 

mot Yba fiat and Ytau 
Expect 

Lyric Ibealie, HamroBsnilb 


New French plajrs are 
seldom seen in London. 
After you have named tbe 
two by Yasmina Rhza cur- 
rently sbowing in the West 
End - and 1 do. admiringly - 
you have to pause before tbe 
names of any other West 
End production of any play 
by a living French play- 
wright comes to mind. 

Now tbe Lyric Theatre 
Hammersmith brings us 
Jean Marie Besset's What 
You Get and What You 
Ecpect, and in a new transla- 
tion by Jeremy Sams . . . and. 
alas, I find myself resenting 
the fact that it is French. 
What You Get has a serious 
plot, some funny situations, 
and serious themes (bisexual 
adultery, architectural pla- 
giarism. tbe corridors of 
power, tbe approaching 
death of a young bomosex- 
uaif: so what more is 
needed? 

Answer life. There is a 
schematic chill to What You 
Get that only tbe French can 
achieve. The characters talk 
about their concerns and 
lives with acute analytical 
skills; and no small talk, no 


supporting detail, no fiesh 
on Uieir dramatic bones. 

Much of What You Get is 
antechamber drama: people 
talk while waiting for events 
Dfistage to be decided. This 
works in Mohere or Racine; 
but wbo here can believe 
that these architects, or this 
architect's wife, or these 
civil servants talk quite like 
this? Tbe play improves 
when sex or love is in the 
air but not enough. What 
You Get feels like a very 
detached, very French exer- 
cise in manipulation; like 
the Marquis de Sade without 
the sex and without tbe tor- 
ture. 

Thierry Harcourt's produc- 
tion is elegant, but it seems 
probable that another stag- 
ing might bring tbe play into 
life more oftra. It does fiare 
up vigorously wbenever Jes- 
sica Turner is on as the min- 
isterial attache Louise Kan- 
ter: her timing, her focus, 
and her dasb of caricature 
make this scheming and 
copulating civil servant a 
virid shot in the arm in her 
every scene. 

The other five artors ah 
have some good passages 
and some teirible passages; 
thou^ tbe sex/love scenes 
are well-handled, you can 
seldom in general believe 
that these characters are 
talking to each other in real 
time. 
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INTERNATIONAL 

Arts 

Guide 


ATLANTA 

EXHtSmON 
Hilfo Museum ol Art 

Tel: 1-404-739 4444 
Self-Taught Artists of the 20th 
Century: An American Anthology. 
300 works by more than 30 artists. 
Incudes paintlc^ sculphaw end 
(rtstailBtions; front Jul 14 to 20 


n 0B28 
us8umbesei.ch 
; Drawings 1942-1987. 
Morks by the American 
pst of them on loan 
ly Warhol Museum in 
Id the Warhol 
1 New YOilq to JuMS 


Porirait (SaBeiy 
!00 

The Life of 
lia. Includes 
s. plus a 

imwm pnd 


medals; to Oct 4 


GUMMER6LASS 

OPERA 

A&ce Busch Opera Theater, 

Coopersfown 

Tel: 1^607-547 22S5 

• Falstafh by Verdi. New 
production directed by Leon Major 
with sets and costumes by John 
Conidin. Conducted by Georps 
Manahan. Cast includes Kevin 
Glavin, Stephen Powell and Amy 
Burton; Jul 19 

• The Mother of Us AH: by Virgil 
Thomson. Conducted by Stewart 
Robertson In a new staging by 
Christopher Alden. vrith sets by 
Mien Moyer; Jul 18, 20 


GLYNDEBOURNE 

OPERA 

Giyndeboume Festival Opera 
Tbt 44-1273-815 000 

• Rodelinda: by Handel. New 
production diractad by Jean-Marie 
ViRegler, wlfo sets by Nicolas de 
Laiatre and Poscaie Cazaies. WMh 
the Orchestra of the Age of 
Enlightenment conducted by 
WIBam Christie; Jul 14, 20 

• Smon Boecanegra: by VerdL 

New produedon conducted by 
Mark Oder In a staging by Peter 
HaO. Wth the London PhUharmonic 
Orchestra. The title role is sung by 
Bana Proidna; Jul 19 


GRAZ 

DANCE 

Opemhaue 

Tel: 49-916-80080 

Kirov Ballet in a three week 

ggpenn Performances of 


Lake (Jul 14. 1Q. a FoWne evsnino 
(Jul 17). La Bayadere (Jul 18), The 
Sleeping Beau^ (Jul 19) and Swan 
Lake (Jul 20) 


LONDON 

CONCBtTS 
Barbican Hall 
Tek 44-171-638 8891 
Carmen: by Sir Cofin Davis 
conducts foe London Symphor^ 
Orchestra in a concert 
performance, with soldsts 
induing Oiga Borodina and JoeS 
Cura; Jul 15, 17 

BBC Proms, Royal Albert Hall 
Tek 44-171S89 8212 

• BBC ^mphony OrchsetTK 
Andrew Davis conducts Berlioz’ 
The Damnation of Faust on the fiiat 
night of the Proms. With foe BBC 
Singers and Symphony Chorus, 
and soloists n^iard Margison, 

Bryn TerfOI. Arm Mwrey and 
Donald Maxwell; Jul 17 

• BBC Phnhaniionic; conducted 
by Van Pascal Tortefier in works by 
Bernstein, Ravel, Gershwin and 
Hindemith. With piano soloist Louis 
Lortie; Jul 20 

• Les Alts Rorissanls: conducted 
by WUam Christie Rama's 
Zbroastre; Jul 18 

EXHIBmONS 

Concourse Gallery, Barbican 
Centre 

Tek 44-171-838 8891 
wwvK.bartfcartoig.ulc 
Absolut Cobblers: shoes as arL 
created by some of Brforin*s 
tending shoe designsta and shown 
alongside work by students of 
Cordwariste College; from Jul 15 
to Aug 16 


Nabcnal Galtory 
Tek 44-171-839 3321 
Venice through CanaJetto's Eyes; 
tektng the form of a journey along 
fos Grand Canal, this (flsp^ 
brings togrther 23 paintings and 
^swings erf the arttst's native city, 
mainfy drawn from Brriish 
coltoctfons; from JuM5 to Oct 11 


MILAN 

OPSIA 

Teotro ana Scaia 
Taf; 39-02-88791 
www.laaeakLmilano.it 
Lucrezia Borgia.' by Donizett. 
Conducted by Glanluigi Gelmettl in 
a stagmg by Hugo De Ana Casts 
vary; loc^ out for Renee Reming; 
Jul 14. 18 


MUNICH 

CONCERTS 
PtAharmonte Gasterg 
Tat 49-89-5481 8181 
Munich Phitharmonlc Oreheetra: 
conducted by Jun MM in works 
by Bmhma, Mahler and 
Schoenberg. With soiotet Barbara 
Hendricks; Jul 14, 15, 16 

OPERA FESTIVAL 
Bayerische St aa t so pei 
Tek 49-89-2155 1920 

• Don Giovanni: by Mozart 
Conducted by Peter Schneider in a 
staging Nicholas Hytner, 
designed by Bob Crowley. Cast 
indudds Alison Hagiey; Jul 19 

• Sekba: by R. Straub 
Conducted Cy Peter Schneider in e 
staging by Herbert Wernicke. Cast 
mdudes Marjena Lipovsek; 

Jul 17. 20 

• Qfuiro Casars: by Handel. 


Conducted by Ivor Bolton in a 
staging by Richard Jorres, 
designed by Nigel Loweiy; 

Jul15 

• L’lncoronazione di Poppea: by 
Monteverd. Conducted by Ivor 
Bolton In a stag'ng by David Aldan. 
Cast indudes Ian Bostridge; 
PrtnzregerTtentheater; Jul 14, 

16. 19 

• Macbeth: by Verdi. Conducted 
by Mark Elder in a stagmg by 

Kupfer, with sets by Hans 
Schavemoch and costumes by 
Refnhard Heinrich. Cast includes 
Maria (Xiieghlna; 

JuM6 

• Simon Boecanegra: by Verdi. 
Conducted by Pablo Luisi In a 
steging by Tim Albery, with sets by 
Hildegard BechUer and costumes 
by Nieky (^Ibrsnd. Cast includes 
Amanda Roocroft aid Alan Opie; 
Jul 18 


SAN FRANCISCO 

CONCERTS 

Davies Symphony Hall 

Tat 1-415-864 BOOO 

www.s^ylr^4to^y.ofg 

San Frattctsco l^rmphony 

Orchestra: conducted by (3erard 

Schwarz in a programme of French 

works Including Sansate’s Carmen 

Fentesy and Chabrier's Esparia. 

VVtfo vIoUn soloist Bmar ^iveira: 

JuM6 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 

SchleswIg-HoisMn Music 
Festival 

Tek49-431SB70aD 


Schleswig-Holstein Music Festival 
Orchestra: conducted by Dmitri 
Kitajenko in works by 
Rinsl^-Korsaakoff, Rachmaninov 
and Stravinsky. With piano soloist 
Gerhard Oppitz; Musikhalle. 
Hamburg; Jul 14, 15 


STUTTGART 

OPERA 

Staatsoper Stuttgart 

Tel: 49-711-202090 

Tosca: by Puedni. New production 

by Willy Decker, conducted by 

Lolhar Zagrosek with designs by 

Wolfgang Gussmarm; Jd 14, 16 


THE HAGUE 

EXHIBmON 

Lange Voorhout 

Tek 31-70-364 5784 

The Hague Sculpture 98: outdoor 

eDfoibftion of more than 50 works 

by sculptors indudlng RocRn, 
MalHol, Calder, Moore, Bourgeois 
and Tmguely. A modern Kulpture 
show at Hel Palais Museum is 
showir^ at foe same time; 

to Jul 14 


TOKYO 

CONCERTS 
Suntory Had 
Tet 51-9-3S84 9989 

• Japan Philharmonic Symphony 

Orchestra: conducted by Kaarfumi 
Yamashtte irvworhsbyMo^. . 
Nrivakfl ^Tcheitoirsicy, with violin - 
eolaist MaPhashI; - ’ ' 

Jul 14 

• Tdcyo Symphony; conducted 
by Pet^ Peranec in works by 
Martinu artd Dvor^ V/lfo cellQ 
soloist Mart Fli|Jwara; 


Jul 15 


VERONA 

OPERA 

Arena di Verona 
re/; 39-045-800 5157 
www.arerB.it 

• Tosca: by Puccini. New 
production ^ Giuliano Montaldo, 
with sets by Luciano Ricceri. Cast 
Includes Ruggero Raimorxji and 
the conductor is Angelo Campori: 
Jul 18 

• Un Bello in Maschera: by Verdi. 
New production by Giuliano 
Montaldo with sets by Ludaro 
Ricceri. Conducted by Daniel Oren; 
Jui17 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio (or 
Europe can be received in western 

Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN Irrternational 
Monday to Friday, GMT: 

06^ MorTeyfirie with Lou Dobbs 
. 13J30: Business Asia 
19.30: Wbirfd Susmess Today 
22M: World Business Today 
Update 

. • Business/Maiket Reports: 
05:Q7;,0a*07; 07:07; 0820; Ofr.20: 
10;20;-ri2b: lTi32; 12-50: 1320; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
LoTKlon market opens. 
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PETER MARTIN 


Survival of the fittest 


As the threat of deflation draws closer, companies must expand 
to stay afloat, for example by bundling services with products 


American fund zoanagezs 
think deflation Is on the 
way. The latest Merrill 
Lynch/Gallup poll* of US 
investment institutiODS, 
managing nearly $2,000bn of 
funds, shows near unanimity 
about the outlook: slower 
growth, lower Interest rates, 
earnings under pressure, j 

and a negative influence ! 

firom Asia. 

What the survey does not i 

show is what comes across I 

in conversation: a general ' 

belief that for many i 

companies the task of the | 

□ext couple of years is 
siirviving downward i 

pressure on prices. ' 

“Companies have to And 
some sort of a protected 
franchise,” said one New 
York money manager 
recently. "They have to find 
some way to Isolate margins 
from erosion - unique 
intellectual property, patent 
protection or a technolc^ 
advantage.” 

litis belief eiqidaitis the 
outperform ance of big 
companies, since theiy are 
generally assumed to have 
more of these advantages - 
above all, the intellectual 
property that resides in their 
brands. Patents expire, 
technology can be 
out-innovated, but a 
presence in millions of 
consumers’ brains is an 
advantage that is less easily 
competed away. 

For those companies that 
have these advantages 
already, the task for the next 
conple of years is to exploit 
them againat less fortunate 
competitors. But all these 
assets take time to acquire. 
Brands require years of 
patient advertising. Patents 
and technology take time, 
too. What can individual 
managers do, in the short 
run, to protect thelr 
busioesses against the threat 
of falling prices or dwindling 
margins? 

There are some belphrl 


lessons to be learai from 
industries that have sufibred 
severe price erosion in the 
past ' such as electronics or 
those linked to commodity 
cycles, such as the oil 
business. 

One such lesson fOr 
business-to4)uslness 
manufecturers is to bundle 
the physical product 
togetiier with services. 
Makers of oilfield equipment 
(such as drill-bits or drilling 
mudj have offered 
on-the-spot advice, 
consultancy and 
hand-holding for years. 

O^r companies 
vulnerable to 
"commoditisation" do 
the same: adhesives 
manufacturers will solve 
your gluing problem, as well 
as sell you the gunk to do it 

It is a tricky shift to carry 
out, because it requires 
' rethinking the company 
culture to deliver solutions 
rather than boxes. And if 
you do it wrong, you znerely 
end up with a bunch of 
over-qualified field staff who 
do not know how to sell. But 
if it is done right, it provides 
a way of keeping customers 
tied to your aproo-strini?. 


and thus offers some degree 
of protection against pricing 
pressures. 

A quicker fix can be 
obtained by go^ with the 
flow, and providing a 
lower-prl^ product variant 
Conq^anies t^t succeed 
with this approach cut out 
the bells and whistles, slash 
production costs, and sell 
the new product at a 
discount to tbdr main 
offering. 

If all goes well, hl^-end 
customers keep buying the 
wain product Those 
motivated by price trade 
down, of course, but that is 
better tban losing them to 
the competition. Volumes 
stay up and - if the low-end 
product is designed properly 
. margin is undamaged. 

7?iis is the Feporitionlng 
that Compaq underwent a 
decade ago, when it realised 
that the personal cmnputm* 
industry was entering a 
deflationary phase. 

As Compaq understood, 
the trick here is to base the 
new product on standard 
components to keep down 
cost. All the elements in the 
value chain -- from 
procurement through 



manufacturing to 
distribution - must be 
ruthlessly pruned to reflect 
the new price position. 

It is also essential to 
continue to innovate in the 
high-end product range, to 
ensure that customers are 
wiilit« to pay a premium 
for it 

Inno vation can help 
protect against deflation In 
other ways. A steady flow of 
new variants appears to 
offer new vaiue. Even if they 
have to be introduced at the 
same price as the old, they 
go some way to protect 
against discounting. 

The electronics-based 
industries offer a helpful 
lesson, too. They often 
tnanagff to keep old and new 
lines goii^ in tandem, 
selling the older products at 
a discount. This broadens a 
brand’s shelf presence, 
retains loyal customers not 
' ready to move, and provides 
an Instant lower-price 
spoiler line, to fbnd off 
cut-price competitors. The . 
most recent example of this I 
approach bas come in both j 
Psion's and dCom’s Palm 
ranges of handheld digital I 
I assistants, both of which 
I offer difiermt piquet , 

generations at different price 
I points. 

I Companies whose , 

products are vulnerable to 
generic competitors can also 
use this aj^curoacb - as a 
glance at tte different 
generations of Gillette mens' 
razors will demonstrate. 

In a way. the Important 
thing is not SO much the 
individual strat^es that 
companies pursue once they 
reafise tbat deflation is a 
threat, bat the fact that they 
recognise the risk at alL 
Until DOW, permanent price 
pressure been confined 
to commoditi' businesses 
and those industries exposed 
to Moore's law. which 
predicts the ever-spiralling 
power of semiconductor 
chips. 

If the fund managers are 
ri^t - not only in their 
comments to poUsteis but in 
where they are putting their 
money - It is aitout to 
become a much more 
widespread phenomenon. 


Towards a turning point 


E very so often a 
turning point 
occurs In a hi^rie 
foud when one side 
finds itself critically under 
mined. Often the point 
emeiges dearly only in re^ 
rospeeb at the time It is hid- 
den by contmuing violence. 
What become clear is that a 
broad sodal change bas Um* 
ited. though not ended, the 
andent enmity. 

Something like this hap- 
pened during the miners' 
dispute in 1984, when it sud- 
denly become clear that the 
sticking miners, whom suo 
cessive governments bad 
considered unbreakable, 
were losing ground to the 
Thatcher government. Some- 
thing similar may - just 
may - be occurlng now in 
Northern Ireland. 

After the tense stand off 
between Orangemen and 
security forces, the iniHai 
attempt by militant Union- 
ists to undermine the new 
settlement In the province 
appears to be being beaten 
off. Like Margaret Thatch- 
er’s victory over the miners 
in the mid-1980s, Tony 
Blair's decision to foce down 
down the militants may be 
phang iH g the political land- 
scape. 

If so, the event will have a 
historic significance. In 1974. 
a strike organised by the 
Loyalist Workers Council 
brou^t Northern Ireland to 
a standstill and helped trig- 
ger the collapse of the Sun- 
ningdale power sharing 
experiment, a forerunner of 
the current settlement That 
history, it seems, is not 
being repeated. 

Many from both sides of 
the community expressed 
the hope that the traumatic 
events of the past week rep- 
resent a watershed, a victoiy 
for moderate unionism over 
the extremists, an endorse- 
ment of the peace proc^, 
and a vindication for David 
Trimble, first minister ol the 
new administration. 

It was always assumed 
that attempts to reconcile 
the two sides in the North- 
ern Ireland conflict would 
prove a zero-sum game. 

Such a fatalistic outlook 
has defined the cautious 
approach of unionist leaders. 
But after months of tortuous 
negotiations, a kind of Jig 


A broad social change, similar to that h^essed 
miners’ strike, may be taking place in Ulster, says John nray 


*MerTilt U/nch Fund 
Manager Survey July 199& 
Trevor Qr^lham +44 171 77S 
J53S. Charles Clough +] 3J2 
4490904 


' peter.manin%FT.fx>ni 



A manaiing fore« Oiwmeo beerlng flags diHing thek paiacto at 


saw was put in place. First, 
the multi-party talks pro- 
duced a settlement. Then the 
deal was overwhelmingly 
endorsed in a referendum, 
Emd in Jane a new power 
aharhig assembly met for the 
first time. 

A resolution of the Dnun- 
cree dispute is the latest 
piece of that jigsaw. As one 
ftffiriai said yesterday, "we 
have gone throu^ a process 
that we had to go throng”. 

For the Orange Order, it 
has been a grnelling week, 
MiiiTiiTiaHng tn an extraordi- 
nary press conferences outp 
side Orange House, as the 
Order's spokesman 
attempted to explain why 
their protest was being 
fftaiptainad jQ the fece of the 
almost universal revulsion 
at the deaths of three boys 
killed in a sectarian fire- 
bomb attabk on their home. 

A split in the Orange 
Order seems unavoidable. 
Lodges in Fermanagh and 
Tyrone had decided not to 
support their Drumcree 
brethren. The County Down 
lodge withdrew its protest 
outside Hillsbmroi^ Castle. 

Many respectable protes- 
tants would have found it 
hard to stomach the si^t of 
loyalist paramilitaries - csg>- 
tured on a police video - 
using the protest as a cover 
for attacks on the security 
forces. 

Mr Trimble has to tread 
carefully. He is also an 
Orangeman. His champion- 
ing of the Drumcree nuuch- 
ers In 1995 helped him 
secure the leaders^ of the 
Ulster Unionist party. More- 


over, he is the local MP. 

But the crisis has shown 
tbat he is prepared to bum 
bis political bribes with hfe 
cemstituents If that is what it 
takes to sustain this experi- 
ment in power shartx^ On 
file parades dispute he has 
stood shoulder to shoulder 
with Seamus Mallon, his 
nationalist d^nxty. 

The rewards are already 
evident. Direct negotiations 
with local nationalist resi- 
dents on Belfast's Lower 
Ormeau Road resulted in the 
army and police withdraw- 
ing from the area allowing 
yesterday's Orange Order 
parade to go ahead without 
disturbances. 

contrast betweim yes- 
terday’s march and the 
unruly events at Drumcree 
has underlined the limits of 
public protest. The govern- 
ment was yesterday hopii^ 
to reconvKie talks to find a 
solution to the Drumcree dis- 
pute. 

For the few thousand con- 
gregating in the field near 
the Drumcree church last 
ni ght, the protest win proba- 
bly continue. TTie breakaway 
Loyalist Volunteer Force ~ 
wMcfa police blame for the 
reemt arson attacks - may 
try to exploit the tmision. 

But the Orange Order's 
bluff has been called. The 
crisis has underlined that 
Orai^emen have realised 
that they can no longer have 
the power to *T>sralyse" the 
province. 

The Royal Ulster Constab- 
ulary. long vilified by 
nationalists as a partisan 
force, has demonstrated the 
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LETTERS TO THE EDITOR 


BY ROGER BATE 


Survival of democracy that is 
currently at stake in Russia 


Tbe Director of a European scientific 
think tank argues that regulatory pol- 
icies should be based on a balanced 


assessment of tbe risks versus tiie 


benefits of new technologies. 

By ever)' objective measure such as 
infant mortality and life expectancy, 
westerners are healthier today and exposed 
to fewer and lesser hazards than ever 
before. Yet. it seems that living longer and 
having few immediate, material concerns 
means that we have the luxury of con- 
templating long-term theoredcal hazards. 
Survey alter survey show that some people 
worry so much about the feture that they 
believe that new technologies and products 
should not be permitted until it is known for 
certain they won't endanger health and 
environmenL R^caution has become their 
categorical imperative: thou shalt not col- 
erale even the risk of a risk. 

I recently tried mild ridicule to attack 
this modern urge to 'banish by survey' by 
conducting my own surve}’ about whether 
water (called dihydrogeo monoxide or 
DHMO in the survey! should be banned by 
the EU. My survey explained that OHMO 
had many nasty effects such as con- 
tributing to add rain and being a 
constituent in cancerous ceils. Despite the 
extravagant claims of harm, very few got 
the joke, and 7SS of Londoners thought 
water should be banned. 

If has been grati^iag to have reports 
flood in from academic departments around 
Europe witii results sdmilar to my own. 
London liniversity geographers scored a 
m'tnd-numbing 86ft. whereas German econ- 
omists did best at 409b. perhaps because 
many economists are cynics, and assumed 
correctly that there was something fishy 
about the survey. The UK Sdence Minister, 
John Battle, even used the survey result in 
his speech to the aimual UK Chenucal 
Industry Association Dinner, to make the 
point that a true feet (water is found in 
cancerous ceHs) can lead some people who 
are sdcntidcally HGteraie to make a felae 
conclusion (water fe dangerous). 


However, the survey had a more 
subtle counter-intuitive aim. which was to 
show that even a substance required by 
every Ihnng Creature can be dangerous. 
Of course, to ingest a fetal amount of 
water is very diffleuit, unless one drowns, 
but it is possible. 

A more obvious examine of substances 
essential at low doses but poisonous at bi^ 
doses are vitamins. For example, it would 
be relatively easy to poison oneself on 
ritamin A but one could not live without a 
small amount of it. 


Every attempt to recfuce 
risk involves a trade-off, 
sad concentrating on 
minusade risks mgy 


mcrease our exposure 
to more real duaats 


The notion that tbe dose makes tbe 
poison has been known for centuries but 
seems to be forgotten in modem health 
and environmental regulation. 1 receotiy 
edited a book' with the emlicit aim of 
showing that modem regulations are 
based on the erroneous assumption tiiat 
because something is dangerous at high 
doses it also causes ham at low doses. 
This is akin to koowiag that a 
temperature of ZOO degrees celtius can 
cause severe burns, and conduding tbat 
temperatures of 20 de g re e s are likely to 
be dangerous. As tbe numerous experts 
in “Whai Risk?' demonstrate, there is a 
threshold below which the defense 
mechanisins and metabolic processes of 
human beings can cope perfectly well. 
For example, there are 19 known carcino- 
gens in coffee, yet nomal consumption Is 
not a concern. However, if coffee were 
discovered today it would probably be 
banned by some health agencies, ance 
coffee provides worse test results than 
many banned syntiietic chemicals. 

When the basis for much current 
regubtion was feid some 40 years ago. the ' 


science was insuffidently clear to show 
whether there were safe thresholds for 
modem caremogens. Today, the evidence 
shows that safe thresholds exist, yet the 
poDdes remam based on the old sdence. 

When regulators are confronted wife 
this evidence their response is often to 
say, ‘At least we are reducing some risks'. 
However, every attempt to reduce risk 
involves a trade-off. and concentrating on 
minuscule risks may increase our exp(y 
sure to more reaf threats. For example, 
western concerns about the tiny carcin- 
ogenic effects of chlorine contributed to 
the derision of the Peruvian (^veroment 
to reduce chlorination in fevour of 
fluoridation of the water supply In 1991. 
Peruvian teeth may have unproved, but 
cholera was able to flourish in the chlorine 
free water. The result: 6(X),000 were in- 
fected and 7.000 died. 

As a sodety. we must focus on big 
risks before smaD ones and always look at 
the trade-offe involved when a pressure 
group or poUtidan demands that we banish 
a product or a process. Of course, new 
technologies bring new hazards, but they 
usually rcidace older technolo^es uritidi 
were more hannhiL Prudent use and 
monitoring of new (eebnoiogies, and not 

baiushment of them, will continue to lower, 
but never eiiflunate, risk. 

-Wtal Rbk7 SetaBce. PoUOm ad Piibllc Hcauh, 
vdttMl hr Bmc (BoilMwarth HeiSvauM, 
OiSHe, UK. ISBN 0 TSM 3BI0 SI. Mr. BpIv !■ 
Dlfwm of ftac Earopem Stlenct ud bnroMoil 
Fonm. wv.mM.mn. TUi 44-I223-2S4.e43 


From Mr Vassili Rsaboo. 

Sir, Professor Reddaway*s 
comments on Russia 
(Letters, July 8) fell to appre- 
ciate that the corruptkm of 
the Russian government is 
not an issue in the current 
Gnancial/social/politjcal cri- 
sis, ttaou^ it certainly added 
a lot of fuel to this forest 
fire. It Is tbe survival of tbe 
recently established (and 
already powder-smeared) 
Russian democracy that is at 
stake this hot summer, and 
the fact that those upstairs 
are corrupted, and those 
: downstairs are humiliated, 

I increases the danger Immea- 
surably. (As for those who 
are supposed to control tbe 
corrupted, Russia did not 
change tbat much since the 
times of Inspector GeneraL) 
Solving this ezisis would 
not solve tbe country's prob- 
lems, but it would let (hope- 
fully) the unpopular govern- 


ment survive till the elec- 
tions, which are due In 2000. 
A lot of people (Cmnmnnlst, 
ultra-nationalists, and 
adventurers of all colours) 
try to interrupt the fragile 
democratic continuity, by 
forcing the regime to go 
before 2000. It is a dangerous 
- not only for Russia - illn- 
sion to see this outcome td 
the crisis as a short term 
pain that would result in 
better govEonment for Rus- 
sia. 

If this crisis results in 
financial and pditical catas- 
trophe, it would not - "tire 
crucial point ~ increase Thft 
chances that the Russians 
will soon be able to select 
better leaders". Most proba- 
bly, the Russians in pain (fer 
from being short-term) 
would not demonstrate a 
sound and reasonable 
approach to the selection of 
their rulers. We should not 


forget who won the 1932 elec- 
tions in crisis-beaten Ger- 
many, and here in Russia 
recent mayoral Sections in 
Nizhny Novgorod showed 
who mi^t be the people's 
hero. 

With no guarantee for a 
better leader after 2000 
either the choice is precisely 
between interrupting this 
toddling democratic tradi- 
tim or allowing it to slowly 
develop by letting current 
leaders be voted out in 2000. 
By the way, If it happens 
a big "if), it will be tbe 
first time in Russia's u-cen- 
tury history that a democrat- 
ically ejected niier transfess 
authority to a democrati- 
cally elected ruler after his 
fiiH term of office. 


Sterling and 
the wages of 
competition 


Vassili V. Riabov, 

8 Mokliovaya str,. bid 18, 
108009 Moscow, 

Russia 


Picture that highlights gulfs in India 


From MrPritam Singh. 

Sir. Tbe photograph of 
j Sikh children participating 
; in a protest rally against 
! nuclear weapons in New 
Delhi (Asia Pacific section, 
July 7) was eye-catching. It 
hlgbligbted the gulf between 
the backward, looking BJP 
government in India and the 
interests and aspirations of 


the future generations In the 
BUb-coDthieDt. 

The BJP ideology is based 
on te-interpreting the past to 
generate hatred and violence 
in the present and thus 
creating an Insecure ftituie 
for tbe earning generations. 
Ihe organisers of the protest 
rally tn India deserve praise 
for their imagination in 


Involving the chUdren in the 
tally and your photographer 
and the r^rter for focusing 
oo this dimension. 


Pritam Sln^ 
senior lecturer tn 
eoanomics, 

School of Bnstness, 

Oxford Brooks Dniverslty, 
Oxford, DE 


Pivm Mr Cec^ny Dteks. 

Sir, In the March Budget 
the UK Treasury gave a 
range of 2-2Va per cent for 
gross domestic product 
(revised down from tbe 
2V4-25i per cent contained in 
November's pre-Budget 
report). As ont-turn towards 
tbe bottom of the range was 
associated with a relatively 
poor supply side perfor- 
mance. Gordon Brown-speak 
for hi^ wage payments. 

if the cha^Dor is "stick- 
ing" with his forecast that 
oa^ut will rise 2 per cent 
this year, does this mean 
that we have again paid our- 
selves too much? 

And, if so. what happened 
to the debate about "the sus- 
tainable rate of wage infla- 
tion which can be afforded 
without a loss of competi- 
tiveness" that in opposition 
Mr Brown was going to 
encourage? Perhaps, as a 
contribution to the debate, 
he wiU tell us today how 
much he thinks wages need 
to fall in manufacturing to 
recoup tbe loss of competi- 
tiveness that the strength 
of sterling has brought 
about 


Geoffrey Dicks, 

DE ecooofflist, 
Greenwich NatWest, 

1 Jmmyn street, 
Lottdoa SWlY 4VE, UK 


IMF and US Treasury playing catch up on Asia strategy 



Fhm Mt'^oherr Wode. 

Sir, Is it true tbat lowering 
real interest rates to near 
zero would cause further 
falls in Asian exchange 
rates? This is the assump- 
tion of Wanda Ting's letter 
(July 6), and of the Interna- 
tional Monetary Fund's 
whole Asia strata. In feet, 
the cross-country evidence 
shows no clear pattern 
between real interest rates 
and changes in exchange 
rates. The theory suggests 
that when the debt is held 
by private companies, the 
net effect of high real inter- 


est rates is as likely to be a 
weaker exchange rate as a 
stnmger one, because of the 
increase in insolvency and 
hi^er risk of defeult 

A weaker exchange rate is 
all the more likely In Asian- 
type financial structures in 
which companies typically 
carry mu(di h^feer levels of 
debt to equity than westean 
counterparts. Tbe IMF has 
been painfliny glow to grasp 
tbe implications of this dif- 
ference. 

There is litUe doubt that 
the second great wave of 
capital outflows from Asia, 


in May and June, was driven 
by the effects of hl^ real 
Interest rates and contrac- 
tionary fiscal policies that 
the IMF has been inrigiing 
iQoiL If wwping] interbank 
rates were brou^t down to 
5-10 per cent and real rates 
to near zero, tbe eennomiPB 
would start to recover. 

Mr Tseng, speaking for the 
fund, sa^ t^t “monetary 
and fiscal polled are ailjust- 
ing to mitigate the economic 
slowdown". Yes. but no 
fhanka to the IMF. Asian 
leaders are finally b^inxiing 
to follow the "lower real 


interest rate/monetary 
e^Qiansioii" route, presenting 
the ftmd with a fait accom- 
PIL 

The irony is the World 
Bank has been calling for 
this for some time, causing it 
to be excluded from the pol- 
table by the IMF and US 
Treasury. Now the consen- 
sus in Asia is shifting in its 
direction with the IMF and 
IVeasury playing catch up. 


Robert Wade. 

Russell Sage Foundation. 
112 E 64 St, 

New Yortc, NY 10021, US 
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rule of law Is not Just for one 
side oi tiie community. 

While the loyalist road- 
blocks ha\'e created inconve- 
nience rinri the wave of sec- 
tarian attacks have raised 
tbe fears in tbe Catholic 
community, there woe none 
of the mass demonstrations 
seen In 1996 during the 
Drumcree stand off. 

And the argument over 
the Orange Order's tradi- 
tional parades - far from 
Tinttitig the various strands 
of unionism ** bas exposed 
the fissures. Jeffrey Donald- 
son, a Ulster Unionist MP 
who opposed tbe agreement, 
yesterday called for tbe cre- 
ation of a new uniomst alli- 
ance. It looked Uke a calcu- 
lated attack on Mr TVimble, 
and an attempt to reforge a 
unionist party based around 
the Orange Order. 

Indeed, Mr Trimble’s 
advisers believe the crisis 
Tifls lughliifoted the need for 
the party to break its formal 
linicg with the Order. As Ste- 
ven King, one of the party’s 
negotiators, said: "There is 
no way tbe largest party in 
Northern Ireland can be cast 
on tbe rocks every time the 
Orange Order does some- 
thii^ crazy. There’s more to 
play for now." 

liie prize, as Mr Trimble 
sees it. is to secure the union 
thiQu^ a historic compro- 
mise with nationalism. 
Whether through luck, or 
foresight, he may well feel 
vindicated in deciding to 
bold firm to this gc^ and 
resist the temptation to 
revert to tribal backing of 
the Orangemen. 


nil 
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An uneasy act 
in Malaysia 


[t is no secret that relations 
between Mahathir Mnihama^^ fji^ 
Malaysian prime minister, and 
Anwar Ibrahim, his deputy, are 
tense, ir not positively hostile. 
The two co-ejist with difficulty 
not only at the head of the 
M alaysi an government, but also 
in the leadership of the niling 
party. UMNO. Dr Mahathir caSs 
the shots u domestic politics. Mr 
Anwv. as finance minister, has 
provided the acceptable of 
Malaysia for foreign investors 
and the intemathmal financial 
community. 

hi the past, this has proved a 
workable douUe^ct, providing 
reassurance to two contrasting 
audiences. Dr MUiathlr 
foreigners for the ecoocanic buf- 
fetting suffered by his wwT u ir y 
and his region. Mr Anwar 
ignored his premier's analysis, 
and pursued pnHri^ of economic 
rigour and budgehuy disrip iititt 
designed to appeal to foreign 
lenders. But now the balancing 
act appears to have come 
unstuck, precisely when it may 
most be needed. 

The economic growth figures 
moduced by Mr Anwar yesterday 
- downgrading the ofaclal 
growth fiwecast horn plus 3^ per 
cent to minus 1-2 per cent for the 
current year - amount to a 
belated reec^piition of the extent 
of the current crisis. Many out- 
side observers believe that the 
outcome may well be worse, at 
minus 3 per cent or more. Mami- 
fhctnring output was doro S ps* 
cent in the first five months, and 


exports, in dollar terms, down 
more than lo per emit 

in respcsise; the finanrtt minie . 
ter has committed to 

premier's policy of reflation, 
rather than wtatwtaintwg wg own 
policy of austmity. The codral 
bank is to establi^ a new fund to 
recapitalise domestic banks, in 
an urgent effort to revive their 
lending, vdilch has Slowed dra- 
matically in. the feoe of bmgeon- 
tng bad debts. He has pnnn&ed 
to cut Itttwust rates, and force 
creditor r»tiVe ^ provide 
even If a company is finan- 
cial dlfflrMWag 

The trouble is that ftw believe 
Mr Anwar's heart is in the new 
policy; they suspect he has been 
outmanoeuvered by Dr Mahathir 
within the party. Mr Anwar must 
be aware that a sizeable propor- 
tion of the hflwir inwTig outstand- 
ing are already bad and that Ihrc- 
ing banks to increase their 
loidlng is to throw good money 
after bad. Yet pohtica] pressures 
to do so are og eiigh eliTiing . 

Unfortunatdy. Malaysia will 
not find a lasting escape from the 
current erWs withaut recognla- 
ing the extent of the losses and 
r e s tr u c tu ring the economy. For- 
capital will have to play a 
central role. Mr Anwar's credibil- 
ity remains vital in attracting 
foreign investors to Malairsia. 
But the more he is forced to sup- 
port an unsound policy at home, 
the more difficnlt it will be to sell 
Malaysia to a seepcteal ootside 
world. This balancing act is 

aim rid rwl a i n fo fail 


Israel’s zero sum 


’Rpi ^tnin Netanyahu, the Israeli 
prime minister, is letting it be 
known that be is dose to agree- 
ing on a US ftinnula fbr Che long 
cn'erdue second withdrawal of 
Israeli troops from the West 
Book. If this la right - and 
almost nothing Mr Netanyahn 
has said about implementing the 
1993 0^ peace accords with the 
Palestinjans has so &r stood up - 
it is unlikely to break the 16 
months of deadlock in fbe Middle 
East peace process. 

To begin with, Mr Netanyahu 
has relntMpieicd the US pack- 
age. just as be has undeni^kied 
the ‘‘laiM-ihr-peace' .finmdatiODs 
of retnonal detente. Washington 
persuaded the Palestinians to 
accept an Israeli pnll-back from 
13 per cent of the West Bank in 
February, although they beUeve 
Oslo entitles them to 30 per cent 
of Israeli-occupied territory at 
this stage. 

Mr Netanyahu said he could 
offer no more than 9 per cent 
without compromising Israeli 
security. But the US said Us 
mula, which indudee a bait to 
ftirther Israeli colonisation of 
occupied cost Jerusalem and the 
West Bank, is the lowest possible 
commem denominator for restart- 
ing talks, and pledged it would 
not dilute the plan. 

Thte now appears to be exactly 
what the Americans are doing; 
allowing Mr Netanyahu to cede 
about 10 per cent, with mi ni mal 
Palestinian cantiol over a Ihrtber 


3 per cent This is a cosmetic 
solution and there is no guaran- 
tee Israel will deliver ft, or that 
Yasslr Arafat, the Palestinian 
leader, will be politically able to 
accqitiL 

It would, moreover, come 
across as a particularly hollow 
outcome weeks aftm the Israeli 
cabinet announced plans to take 
Jewish settlements occupyii^ 
over 8 per cent of West Bank land 
into an expanded Jerusalem. 
However much Israel explains 
this as the “expanslcm d municl- 
pal services” - just as new settle- 
ments are “hoiistaig projec ts " and 
land oonflscstlon and the demoU- 
tion of Palestinian homes are 
•planning and zoning" - such 
moves amount to a zero-son 
game They spdl death to Odo. 

But the wider point is that the 
most the Netanyahn government 
is prepared eventually to cede is 
half the West Bank, about a 
tenth of historic Palestine, cut up 
into Isolated cantons that would 
maiat a viaMe Palestinian state 
impossible. 

The Israeli leader believes he 
can impose this sdlutkm with 
iznpuxiity. But what be win be 
doing is building up a level of 
bitterness and despair among 
Falesttnians that neither he nor 
Mr Arafat wfU be able to control 
Even if can get away with it 
now, it is hard to see how Mr 
Netanyahu's Win-Lose solution 
w^ not have a Lose-Lose oat- 
come. disastrous for both sides. 


In the dumps 


Those whom the gods wish to 
destroy, they first send mad -; or 
at m^ look utterly ridicu- 
lous. Thai seems a fitting epl- 
giam for the farce into which tte 
European Union's anti-dumping 
policy has degenerated, in the 
face of complaints by European 
producers of unbleadied cottm 
against cheap imports from the 
Middle East and Asia. 

OpCffStiCBi of antiKiumplng poa- 
icy has long been open to ques- 
tion. It is anomalous, in a ruies- 
ba^ global trade system, ttot 
trading powers should be free t o 

act as judge and jury over import 

competition. Particularly when, 
as Is the case with dumping, 
judgments rest on arcane calcuia- 
ttmw and dubious assumptions 


i unbleached cottoi 
or classic. It began 
<ec j’cars ago, when 
3 asked tta Euro- 
jjjon to act against 
ped imports of this 
input When Brus- 
the complaint, ttie 
ged It to redo its 
me. Brussels found 
punitive 

I tics. 

{Q^lority of EO g^ 
ised to endorse the 
•aged. Jacques 
. home to many of 

threatened to 
Dean Council sum- 
issue. A deal was 
the Commis- 


siOD was to lauDCh a third dump- 
ing pn^ This resulted in fur- 
ther duties. 

But hfr Chirac's victory has 
only d^ the EU into a deepo* 
hole^ by prwnpttng mght of its 15 
members cq>enly to condemn the 
Commission's «^Mriginn. They sey 
it not (mly ignores the majority 
will: but that protecting uncom- 
petitive pnxlacers will raise the 
costs of EU textiles and dothing 
makers, and cause more finished 
products to be sourced oCfabore. 

This divlay of economic ratio- 
nality is a wdeome sign that the 
Cou^ of Bllnisten is no longer 
eoDtmit simply to rubber-stamp 
Commission dumping recommen- 
dations. But It is bai^ a reliable 
ffqftog uartt against fiiture abuses. 
Given tbe power of detemuned 
proteetjonist lobbies, there may 
well be times when the Conncxl 
once allows political expe- 
diency W overrule fairness and 
economic common smise. 

Short of serappii^ anti- 
iiiTmptotg pediey Mitii^, tiiat risk 
may be bard to tftininate. But 
the sordid political shenanigans 
surroundiiig the unbleached cot- 
ton affair may still do some last- 
ing good. After this. It will be 
much harder for any EU 90kes- 
Twan to claim, with a straight 
faoe, that ifa dumphig regime is 
bas^ on r^gorotts method and 
judidid impartialitijr. In the 
absmme of effactive idorm, rtm-- 
eule may the best form of 

restraint 


COMMENT & ANALYSIS 


A party left facing oblivion 


I t was more than just a 
defeat It was a 
The most pessimistic of 
pundits had predicted that 
Japan's ruling Liberal Demo- 
cratic party might lose one or 
two of its 61 seats in Sunday’s 
upper bouse polls. Instead, the 
LDP was rooted. It lost over a 
quarter of its seats, u^ 

irith its lowest ever number of 
upper house aeaib&s. 

In many Mg ccauibaitions, sodi 
as Tokyo and Osaka the pa^ 
failed to win a singte seat Even 
in hs rural heartlands it Itwt oon- 
stitoeodes. 

The vote was a devastating 
electoral Indictment of the IDPs 
policies and performance and 
made yesterday's resignation of 
Ryutaro Hasltimoto as prime 
minister inevitalde. 

Humiliating tiie 

have been, but the LDP stays in 
power. The election was far the 
uppe- house, whose powws are 
restricted fit cannot far example, 
overturn a budget or pass a vote 
of no confidence in the goTOra- 
ment). Tbe opposition remains 
Incapable of mustering the two- 
thirds majority there to Uodc teg- 
isiation. 

More inmortant the LDP stin 
OBitrola tbe lower house. 
tions to that body need not take 
place until 3tXXl, and after Sun- 
day’s result tbe LI^ wiD not be 
in a hurry to bring them forward. 

Nevertheless, the election 
could mark b^faming of the 
end of the LDP's stran^ehold on 
Japanese polities whkfa since the 
second world war has only once 
- in 1993 - been mtmrupted. On 
that occasion, the party lost 
power largely because of ouiup - 
tion scandals. It soon returned 
when the opposition proved too 
fractions to govern. 

This time, however, tbe electter- 
ate is tuning against the party 
not because of cornmtian but far 
! a more fundamental faihiR: eco- 

' UOadC rwtgm«fntgwfw<»w t arul tha 

inability to tnamtaiti living stan- 
dards. This will be harda* for the 
LDP to undo thiq perception 
the party could face political 
oblivion ft the result of Sunday^ 
uigier-taotise vote were repeated 
in tiie 2000 election. 

The implication is that the 
party will have to replace Mr 
Hashimn tn with scxseone willing 
to act promptly and decisively on 
the economy - sometlting Mr 
Hashlmoto was blamed far not 
doing. This means getting to 
grips withy Japan's worst reces- 
sion since tbe second worid war. 

The need fer a radical policy 
shift is urgent. Next ye&r, 
Japan’s economy could record its 
third year of falling nominal 
gross domestic product. That 
would be a worse performance 
than that during tbe Great 
Depression of tbe early 1S3QS, 
says NIkko Reseexeb. tlte J^- 
nese brokerage. 

That dismal perfonoance is 
likely despite the govenuneot’s 
Yi6.000bn <$ll4bn) spendij^ 
package announced this summer. 
So far, public qymding has failed 
to reOate tbe economy, and there 
is no help from tbe private sector 
wfam demand continues to 001- 
lapse. In manofacturing, for 
example, machinery orders last 
month were neerly 30 per cent 
lower than they had been a year 
earlier. Consnmer demand - 
hampered by record unemploy- 
ment - lemains lacklustre. So do 
ezpmts. Hit by tbe Asan eco- 
nomic crisis, they are actnaDy 

falling . 

Given the scale of the economic 
crisis, tile LDP needs to act fast 
to find a credible reptaoemmit far 
Mr Hashimoto. If it does not, Qa 
maikets could pvmiA the coun- 
try. Although the Nikkei 225 
benchmark index rose 1.7 per 


The rout of Japan’s ruling Liberal Democratic party has 
left it struggling to select a new leader, write Paul 
Abrahams and Michiyo Nakamoto 



last year to increase taxes and 
cut public spending contributed 
greatly to the recession. “Tne 
LDP will have tu reverse policy 
in order to m^ome this crisis," 
points out Minoru Morita. a polit- 
ical analyst. "Mr HasbiQ)otD'.s 
successor will have tu be some- 
one who can adopt on expansion- 
ary fiscal policy, boosting spend- 
ing and cutting taxes." he says. 

Also required will be an under- 
taking to push banking reform 
further. So far. the LbP has 
pledged to create a ‘'bridge bunk" 
which would wind up f.niled 
banks and maintain lending to 
healthy borrowers. However, 
implementaticifi will be critical. 
For tbe bridge bank to work, the 
politicians will need (o denmn- 
strate a willingness to make 
impalatable decisions such ns for- 
ciDg the merger or even rlusurc- 
of failing institutions. Such dclei'- 
mination has so Tar been lacking. 
Koji Tanami, tice-financo minis- 
ter, says; "Whatever tbe silii.'i- 
tion, tbe economir issue is the 
big issue. It is our duty to implo 
znent the econoiuii.' parkage and 
the plan to revive tbe nnancin] 
sector.” 

Although the new prime minin- 
ter will hare a wmdow of iippor- 
tunity to push tlirmigh such 
reforms, the markets ore likely to 
be unforgiving if he stumbk-s 
"With tbe markets nt an e.vitec- 
tant level, the politicians have tu 
deliver," explains Pelluun Smith- 
ers, stratc^rist at INC Barings in 
Tokyo. 

The LDP Kumot afTurU sucli :i 
stumble. This is prubably the par- 
ty's last chance to stay in lun'ern- 
menL It has little more than two 
years before the next lowi-r house 
elections to turn arniind itu- 





cent yestatiay on news of the 
prime minister's resignation, tbe 
yen fen shar ply in eaziy traxiing 
to Y144 against tile doliar. before 
recovering to just below Y142. 
The Japanese currency is likriy 
to prove vulnerable until a new 

prime miniRtpr |s rrhnaon 

That vulnmabOity could have 
devastating effects on Asian equi- 
ties markets which tumbled 
across the board yesterday on 
fears that a weaker yen could 
Hamagp their competitiveness. 

Parts of tbe LDP appear to 
recognise the need for spe^ "We 
want to decide (on Mr Hashi- 
mote's successor] soon because 
this is an emergesicy," noted Koi- 
efai Kato, secretaiy-geaeral of tbe 
LDP. He indicated tbe party 
could select a new leader by next 
Titesday. ^ Japanese standards 
that would be lightening fast. 
However, other LDP pohtidans. 
such as Kanwo Muraoka. chief 
cabinet secretary, sowed coofti- 
Sion - typical of the party in 
recent montbs - by saying a deci- 
sion Tnight got be nude ^rn*^l jlw 
esd’of tbe month. The markets 
are unhkeJy to be impressed. 

Regardless of when the choice 
Is made, the bigger question is 
who should be chosen. R mi^t 
seem relatively easy to improve 
on a man wiio narrowed his 
range of policy options by ruling 
out Bigxuficant tax cute to boost 
ernismtiM' Actually, it 

mi^t not be. 


The country needs a prime 
mlnietpr whO IS more than a fig- 
uiriiead and someone who does 
not just talk bfg but is able to 
deliver, says Kenneth Landon, 
ecanomist at Deutsche Bank in 
Tokyo. It must also be a man - 
there are no viable female candi' 
dates in foe LDP - who under- 
stands foe economy. 

such an individual may not 
exist within foe ranks of foe 
LDP. TTie leading candidate is 

The LDP needs 
to act fast to 
find a credible 
replacennent for 
Mr Hashimoto 


someone who falls into the fousi- 
ness as usual" category. Keizo 
Obudii. tbe foreign minister, is a 
likeable, honest and haid-work- 
ittg politician from tbe largest 
faction ia tbe LDP. He is 
described by Russell Jones, strat- 
egist at Lehman Brothers in 
Tokyo, as "Hashimoto with a 
charisma by-iiass”. His ability to 
implement f^cal rsfono would 
be limited. 

A more dynamic candidate 
would be Seiroku Keiiyama. tbe 
chief cabinet secreta^, who has 


y^rte 


repeatedly criticised Mr Hashi- 
moto and his fiscally strict eco- 
nomic policies and called tor 
massive public Investment But 
be remains of a mav- 

erick. having proposed increasing 
interest rates to boost the return 
on savings. Ihat might seem a 
worthy ambition, but it would 
have a devastating impact on 
Japan’s heavily indebted corpo- 
rate sector. 

Ihere remains tbe most inter- 
nationally-minded of foe possible 
candidates and the dboice proba- 
bly most favoured by tbe mar- 
kets. Junichiro Koizumi. A fluent 
English speaker, be would be 
able to develop Jagg's crucial 
relationship with tbe US. 
Altbou^ presently bealfo minis- 
ter - having cleaned up tbe min- 
Islry after it was bit by a scandal 
over blood tainted by HIV, foe 
virus that causes Aids - be Is an 
outsider and has been unusually 
outspoken against Mr Hashi- 
moto’s government His ability to 
break the mould of Japanese poli- 
tics is unrivaled among LDP lead- 
ers. 

Even if foe LDP does ifaocisp a 
dynamic Sgore, be must then 
end the policy paralysis tbat sty- 
mied much of Mr Hashimoto’s 
premiership. At the top of the 
markets’ and most outsiders' 
wish-list is a firm commitment to 
end tbe obsession of Mr Hashi- 
moto with the budget deficit 

The prime minister’s dedsion 


economy and re^:ain the cunn- 
dence of foe electorate 

The party must raise its peifor- 
mance not least bei*.iu«e a umre 
coherent opposition may now lie 
emerging. In the past, it rauld 
count on an ineffk'tive and dis- 
jointed opposition. But Sunday’s 
elections saw foe ri.se ol a poten- 
tiaUy powerful political force - 
the Democratic parly which was 
only formed three mootlu: ago. 

Pre-election uplniun polls 
suggested tbe party would be 
among the also-rans. In the event 
it became the secoml largest 
party in the upper bouse after 
foe LDP. “The result shows that 
the people have sent a red card to 
the Liberal Democrotic party." 
said Naoto Kan. its i*barisuut{c 
par^ leader. 

His grouping remains small; it 
has has 47 upper house seats 
compared viith the LDP's 102. 
and 92 lower bouse seats against 
foe LDP 's 263. But the Conuou- 
nist party said yeeterday it was 
prepared to support Mr Kan. The 
eJectorate may soon have a real 
choice for the llrat time In years. 

Yesterday, ordinary Japanese 
seemed shocked by the scale of 
foe LDP’s defeat and the speed of 
Mr Hashimoto's det>artiire. Manj‘ 
were astonished at the pon'er of 
tbe electoral process, even 
though many voters, particularly 
among traditional LDP support- 
ers. will hare felt freer tu vote 
against foe ruling party in tile 
knowledge that the upper house 
has less iniluenoe over govern- 
ment than foe lo\rer. 

The public's reaction was in 
stork contrast to recent elections. 
Turnouts have been falling con- 
sistently (to just 44.5 per cent in 
1996.), as a result of growing disil- 
lusionment with the political pro- 
cess and the apparently unsbake- 
able rule of the LDP. On Sunday, 
the turnout was 59 per cent. The 
electorate bas tasted tbe power of 
democracy to create havoc 
among a complacent political 
class. It is a flavour voters may 
come to relish. 


OBSERVER 


Whiskering 

campaign 

Paldstw) prime mkiister Nawaz 
Sharif appears to have so mething 
of a felkis fixatioa It dd him proud 
last year when he won toe general 
election fightsig under the fion 
symbol of the Pakistan Moslem 
League. Purring with success, 
Sharif pledged to maka PaMstan 
another "Asian tiger” - a species 
that, even then, was looking 
increasingly mangy. 

So It isn't too surprising to see 
Sharif back among the big cals: as 
equity and cuneriQF marfcats 
colapsed and the port tily of 
Karachi was tom faction^ strife, 
there was the premier posing for 

pictures with a tigar cub, which 
had been caught ki a remote, 
mountainous area and tdmn to 
Islamabad to be cired of a stai 
teispadfied Uness. 

To prove that P aM stan's leader 
is a caring idnd of a guy. offictais 
say that, once the cub recovers, 
wil irito toe VMlds to 
supervise its rriease into the toresL 

The cub may have to wsk tor Its 
relaasa, as Its recovery is Eteiy to 
Qdte (face betorethe ^dstan 
eeonomyfa. Afier al, as his finance 
ministry is no doubt toKng him, 
there is very Bttle left in the idSy. 

Delhi dispatch? 

Trying times for the grendiiequent 
and fiercely arrtfafous Sir David 
Gore-Booth, Britain's voice in New 
DeM. He failed to win cne of the 


pkon Porergn OfRoe postings, such 
as Washington or the United 
Natkxis, and some suspect that at 
55 he's had enough ri the 
performance reviews, ffip charts 
and budget cuts that dietste Bfe hi 
the modem dptomafic corps. 

Inrfla's mfing BJP hnnl warmed 
to him and the recent run-in over 
rudsar testing hwdly helped; since 
retoming from hts London rscaK to 
tfis cokxiiBl bungalow on Raj^ 
Marg, he hasn't been g r an t ed 
to(>4^ access to the 
go v er nm ent. 

So w9l Gore-Booth, on leave in 
the UK, want to go on Kickiig his 
heels in the mrddsy heat? There 
should be no shortage of 
compan'res ready to take him under 
their wtog, given the effort he’s 
mads to help ware the nag for 
Brifish business overseas - 
particularty afl those defence 
companiee who looked him up 
duHng his three years as 
a mb a s sa d or to Saudi ArabiB. In 
India, where he has worked hard to 
boost commerce links. BT and 
ftolM^oyce are among the Ug 
players. 

Then again, he could just take 
himseif off to B9Ts Bar on Hydra, 
the Greek island close to Ns heart. 
Saying mutti-headsd monsters 
would seem like a doddle after Her 
Majesty's tfptom atic service. 

Front line 

Hur^ary's defence mtolster viril! 
have to be cool under fire ae the 
country prepares to join Nato next 
year. ^ there was some surprise 


when the new coalitfon goramment 
appointed Janos Szabo, a 
57 -year-old MP from the 
SmalholdeiB party, a mirxir 
platoon in the government alliance. 

A lawyer, Sxabo has no mRitwy 
experience and speaks neitoer 
En^lsh or French, the intematlonal 
defence community’s main working 
languages. 

Bzabo's fast salvo (n his battle to 
reassure doubters missed the 
target He issued a statement 
declaring that defence was a duty 
of all citizens - which only drew 
attention to the fact that he had 
avoided the hated compulsory 
mKfaiy service. As a prosecuting 
lawyer, he didn't have to fall In to 
the ranks. 

Then he told senior rnfitary 
officers that Hungary was not 

comiTfatsd to joMrig Nato, a 
remark hs later doocribod as a slip 
of the tongue. The Hungarian 
troops are hoping for dearer 
marching ord^ 

Court short 

Spare a thought for Visanu 
Chokthavee Sarp, a 42^rear-«ld 
Thai national who has been 
sentenced to death in Vietnam on 
charges of fraud. 

A court in Ho Chi Minh 
heard that the accused had faBsd 
to pay for two export sHpmente of 
leather shoes worth $207 JXX), and 
for a sNpment of cardboard boxes 
worth $250. He had also run up a 
phone dll of $770 and faBed to 
pay either that or rent aroears of 
SZ60 by the time he was arrested 


in February last year. The total 
amount payable was $208,300. 

This hanS-Bne approach to trade 
financing doesn't seem to go all 
the way up to the supreme court in 
Hanoi in a separate case, it has 
refused to enforce legal action by 
South Korea’s Hyosung 
Corporation after a Vietnamese 
bank refused to honour a letter of 
credK. The amount h question is 
$4.5m. 

Lawyers for the unfortunate 
Chokthavee are expected to allude 
to this case during his appeal. 

Kids’ stuff 

Observer was pleased to see a 
new book by Austrian foreign 
ministar Wolfgang SrtiQssel, 
written in a racy style that his 
tong-windsd coBd^ues In Brussels 
would do wen to copy. 

The 76-page child’8 guide to 
fortign pofley 'e refreshingty clear 
of (Splornatie doublespeak and 
starry-eyed vlafons of the ELsopean 
LMon as it tackles issues such as 
human rights, toe euro, religion, 

VKl the role cS the Nato alliance. 

We learn how long the Chinese 
need to work to eem enough to 
buy a Big Mac compared with toe 
Russians', how many Austrians 
(23QI tfiare a single doctor 
oompaned to Guatemalans ^,359. 
There's even an exhortation to 
*er^ the woild” MAth redpes for 
gsBqsacho, pizza, and toe famed 
Austrian torte. 

H may newer be a best-seHar, but 
if s good to know that foreign 
poficy can be child's play. 


100 years ago 

' The Bicycle Thade in Spain 
Our Consul tells us in a report 
on the trade with Cadiz that 
most If not all of the bicycles 
imported into that region come 
from the United States, France 
and Germany. Our Consul is 
quite alive to the interests of 
British manufacturers, and 
assures them that it arises from 
no lack on the part of the British 
Consulate in urging on bicyefe 
importers and bicyclists that 
Brttish-made bicycles are as 
Cheap as, and probably 
stronger, and therefore less 
liable to accidents, than German 
or American machines. 

50 years ago 

Strike On Paris Bourse 
Paris, July 13. The Bourse 
to-day was affected by a strike 
by the employees of the 
agents-db-change as a protest 
against the closing by the 
authorities of several firms of 
brokers who have bean losing 
mon^ owing to insufficient 
business. Only the leading 
securities based on the 
so-called "Cofoeille" (the central 
hall of the bourse) were dealt in 
by toe agents-de- 
change themselves. The tree 
for^n exchange market was 
closed. The pound and dollar 
jumped on the black market 
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Rouble relief 


So is the rouble off the hook? For now, 
yes. The $12.6bn IMF*led aid package fbr 
1998 announced yesterday should give 
Sei^i Kiriyenko's govenunent a breath- 
ing space to put the public finances in 
order. Yields on govenunent debt have 
fallen substantiaUy on plans to dollarise 
the e^-pensive short-term rouble debt that 
is damaging the fiscal position. The IMF 
has given bond and equity investors a 
perfect opportunity to eigsloit the moral 
hazard inherent in this p-iric ag »> 

Russia, however, is not out of the 
woods. The downside of swapping rouble 
debt for dollar debt is the eonsid^ble 
foreign exchange risk. This may be regret- 
ted at leisure If the rouble eventually 
devalues. Getting the Communist-domi- 
nated Duma's approval of the anti-crisis 
package of tax reforms and spending cuts 
wlU not be easy either. While the IMF has 
not explicitly linked this to payment of 
the first $5.6bn tranche, any rejection 
would make it think twice before sfadZing 
out more. After all. without real prepress 
on the structural problems of inadequate 
tax coUecticdi and noD-payment, even this 
package will lose its impact 
Mr Kiriyenko’s task should not be 
underestimated. TaisMlng a budget defi- 
cit of 2.8 per cent next year, against 5.6 
per cent in 1998. implies a substantial 
fiscal tightening. VTith the oil price still 
stagnant and presidential elections on the 
horizon, curbing spending in this way will 
require strong nerves. 
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Japan 


bad for bonds, good for equities. The 
slump in government bond yields to 
under 1.4 per cent was a bubble waiting to 
burst, and that now looks possible. Stocks 
should benefit from any growth which 
mi^t fiiel some earnings growth. 

The yen. meanwhile, should stay below 
Y145 against the dollar so long as fears of 
central bank intervention persist. For 
now, those fears are realistia *nie US. in 
particular, has every reason to resist the 
further downturn in Japan and Asia 
which a felling yen would spark. But that 
task will fell mainly to the new prime 
minister. He will need to shepherd growth 
without neglecting restnicturii^. As Mr 
Hashlmoto ieamt. one alone is not 
enough. 


Japan's voters have sent Ryntaro Hashi- 
moto packing. But will change be for the 
better? Much will depend on who the new 
appointee is, and how he interprets his 
mandate. It is still too soon to know. What 
is clear is that the Japanese are fed-up 
with the recession Hashimoto helped 
create, and then failed to remedy. They 
want recovery and relief. But do they 
want restructuring and reform? Japan 
needs both. Mr Hashimoto chose to focus 
on restructuring and perished because be 
did not deliver growth. 

It is a fair bet that any successor wiD 
reverse these priorities. That means a 
rela.\ation of fiscal policy, including per- 
manent tax cuts on top of the alr^y 
agreed Y16,000bn stimulus package. Hie 
implications for asset prices looks dear. 


Chrysler 


Chrysler’s record second-quarter results 
should wiake pleasant reading in Stutt- 
gart. headquarters of its prospective par- 
ent l^imler-Benz. While European car 
sales have been suiprisiiigly resilient this 
year, the is roariz^ ahead. Chrysler's 
fectories are working at over 90 per cent 
ctqiadty and its sales, led as ever by jeeps 
and light trucks. Jumped 14 per cent 
between March and June. 

There are special factors at work. Whiie 
underlying demand is decent, this year's 
volumes have been boosted by a costly 
increase in di^onts and cash-back deals. 
At Chrysler, incentives per vehicle have 
soared by more Uian hair to $1,485 and are 
now -■ alarmingly - 40 per cent higher 
than its profit per unit. To date. Uie car- 


maker has siiuared the drde by cutthig 
costs even faster than incentives have 
risen. But this is hardly a sustainable 
strategy. 

Happily, some relief is in si^iL Incen- 
tives should fall as strike-bit General 
Motors cuts back on aggressive maritet- 
Ing. lihat should enhance margins, even If 
volume growth off toa Second, the 
DaimlerChrysler merger will allow 
another round of savings - with Chrysler 
hinting they mi^t even exceed the initial 
$3bn target Meanwhile, Chrysler is furi- 
ously generating cash, aided by the merg- 
er-enforced halt to its share repurchases. 
Excluding its leasing bushoess, its cash 
pile is now up to over S9bn. Th^ will be 
smiling in Stuttgart 

C&W/Telecom Italia 

So Cable & Wireless’ grand alliance 
with Telecom Italia is disintegrating? 
Weil, not quite. The partnership may orig- 
inally have bemi billed as the best thing 
since sliced ciabatta. but there was never 
that much to the grand alliance stnff. 
From CAW’S perspective, the rhetoric 
always looked like a dever smokescreen 
to persuade Tdecom Italia to part with 
$2bn of its cash in exchange fw a string of 
the UK group’s mlnmity stakes. C&W wtU 
still get £456m for its shares In Bouygues 
Telecom now that the French group's 
other shareholders have exercised their 
pre-e m ptive ri^ts. But it ^ be disap- 
pointed not to receive the remaining 
$lUbn to pop in its pigegy-bank. 

Moreover, the feet remains that both 
CAW and Telecom Italia lack effective 
international strat^es. They may yet 
find a way of joining forces. But this will 
be complicated since the TtaHans are still 
linked with Europe's Unisource consor- 
tium which, in turn, an aiuaTv^ with 
AT&T. Unless AT&T leaves that grouping, 
there is probably no room for C&W. And 
the snag is that, althou^ AT&T has not 
been a good partner for Unlsource and 
Telecom Italia. C&W lacks the credible US 
presence the Europeans need from an 
ally. That defect would be partly remedied 
if the UK group manages to buy MCTs 
internet business. However, with AT&T 
and British Telecommuiiic^ons appar- 
ently also in the bidding. C&W could be 
hard-pressed to do the deal without over- 
paying. 


Fears of violence ease after 
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Europe today 

A COM front moving south-east- 
wards across central Europe wRI 
introduce cooler air and showers, 
with the Pyrenees and Alps 
ing some notable thunderstorms. 
France. Germany and the Low 
Countries wiD be drier with sunny 
spells, although northern areas 
win be cool arM breezy wHh a 
few showers. Most of the 
Mediterranean win rem^ hot 
and sunny. 

Five-day forecast 

TTwjnde rs tofms sritf apreed east- 
wards across the Balkans and 
south-east Eteope tomorrow but 
fresher air and sumy sides wM 
follow from the Mediterranean. 
North-western Europe w8l remain 
unsettled up to the weekend. A 
new low preseura systern win 
lorm over the Ulualne on Thurs- 
day. swinging north towards the 
Baltic states on Friday. 
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Fears of a vlolait oon&ostaticii over 
the banned Dnimcree parade 
appeared fo be receding last z^ht as 
the climax of Northern Ireland's 
marvelling soasoD passed off vrithoot 
incident 

New divisioiis emezged within the 
Orange Order over whethm to con- 
tinue the Orumcree protest, with 
scuffles between Oraz^mzten break- 
ing oat at one parade in county 
Armagh- 

UK goveniment officials said con- 
tacts were bel^ maintained with 
both Qrazigemea aixd the natj/maUs t 
residents of the Garvaghy Road - 
the disputed part of the march’s 
route - witiz the purpose of restart- 
ing the proximity talks aimed at 
resolving the di^te. 

The spokeszzian for Tony Blair, UK 
prime minister, said: “What the last 
few days have shown is that the 
agreement and the peace process 
have survived and will have 
emerged strengthened firom this." 


As thoosaods of QrangBoiBi oozn' 
rp orpinr g t«^ ths 308th auzdveisaiy of 
the protestant victoiT at the Batde 
of the Boyzie, a zniziute's sflaice was 
held at para^ to marit the murder 
of three young brothss ht a sectsos 

fan fliebomb attack at the weekend. 

As the Quinn femily prepared to 
bu7 their three sozis today, John 
Taylor, the de^iaty Ulster Utaiozzist 
leader, reputed the plea to Orange- 
men at Dmmcree to negotiate with 
lesidezits to ezid the izitpaase^ 
Hie crowd at Dmmcree was much 
uwfiniiar ihan jn previous dsys. But 
Ifeznld Graoey, a local Orange ZiOdge 
/tfHpiai , Insisted the protest would 
continue. He refected snggestkms 
that ^ denumstzation had in some 
way contributed to the boys’ deaths. 

"They gave it out as a sectariui 
murder, but there’s some doubt 
about that The true facts will come 
out before long, and when they do 
out we will be asking for an 
apology from the Chief Constable 
and ev er y one else," he said. 

S upp oriei’s of the Dmzncree pro- 
test heckled the Rev William 
pinpiMTti, the deputy piiapfaiw of the 


Ozdw, acensiag falls of betnyriiag tbe 
Portadown lodge after he suggested 
tibey should nd their protest in the 
wake of tbemuidos. 

In Belfast, IbBZS of a confrontation 
ovtf the Orange Order's iziarch 
down the Lower Ormrau Road feikd 
to ma terialise, with oathmalist resi- 
dents the pavemmit in sOoiee 
carrying black flags and posters 
dsCTying 'Hhe parade of shame". 

At the main cozzunmBOtative event 
in Belfast, Robert Saulters. the 
Grand Master, urged Orangemen to 
twiM a consbiaetive role in the new 
National Assembly. He called to 
unioziist unity and wanted “sp»^ 
tered uniontgm is no match to a 
tightly kzilt nationalism". 

Jeffrey Donaldson, the Ulster 
Umooist MP who d^ed the party 
leadership by opposing the Good Fri- 
day agreement, also called for a new 
iinirtwiei alliance. 

Meanwhile, in Newry police con- 
ducted a control explosion on a sus- 
pected car bomb outside the town's 
court house. 
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Malaysia predicts recession 
this year as Asian crisis bites 


By SMta McNally in Koala Lnatpur 


Malaysia plainly admitted the 
impact of the Asian crisis yesterday 
vriien it said its economy would slip 
into recession this yeer. 

Anwar Ibrahim, finaiiep minister, 
said gross domestic product would 
contract by 1 to 2 per cent, in stark 
contrast to the 2 to 3 per cent growth 
forecast earlier this year. 

Malaysia’s economy had grown 7B 
per cent last year but contracted L8 
per cent in the first quarter this 
year, its first decline in 13 years. 

‘"Ihese developments have znade It 
Imperative for the government to 
take imznedlate action to revive the 
economy," Mr Anwar said. 

Tlie severity of the slowdown has 
startled the most bearish economists 
and prompted Mahathir Mnhama/i 
the prime minister, to dismantle an 
earner austerity padtage Introduced 
by Mr Azi war. 

Ih a snub to his finance minister, 
he also recently annmiTieftit MJLJbn 
(33.8bn) in new speodizig to revive 
the economy, and elevated Daim 
Zainuddin, his chief economic 


adviser, to a ministerial post over- 
seeing the economy. 

"It is an ariwifaginn that the prob- 
lem on hand is worse than they let 
on." said Song Seng Wun, regional 
economist at GE Goh Researdi. 

Vtr Anwar yesterday unveiled a 
"special purpose vehicle” to recapi- 
talise the troubled hanMwg sector, 
which he said needed tqi to Mgiebn 
this year and next But economists 
said M$4(fon was a more reascmable 
estfmafe. Bank lkgsr&, the central 
hank, would spearhead the initiative 
by providing ttHHai c«mital and invit- 
ing imiltilaterM agendes to *1p]ay an 
active role". He did not indicate 
whether thfa meant appealing to the 
ZnceniaUozial Monetary Fund, an 
option the government has resisted. 

Mr Anwar said Malaysia’s corpo- 
rate sector had "deterior a ted signlfi- 
cantly" and It was necessary to 
restructure all corporate debt. He 
announced the creation of a Steering 
Committee to identify which compa- 
nies were worth supporting. The 
plan would reqnzze Iwnks to con- 
tinue providmg credit, even if a com- 
pany is feeing difficalties. But many 


bankas said they could ziot continue 
to extend loans - deqilte -political 
pr es s u re - if they were to survive. 

Mr Anwar, who is also deputy 
prime minister, hinted at a possible 
relaxation of restrictions on foreign 
corporate ownership. "Tlie govmn- 
ment may review the procedures 
related to foreign ownership and 
partidpatiou in some of the large 
corporations, to facilitate the 
restructui^ process." he said. 

Economists said the govenuDeut 
would have to liberalise restrictions 
ozi foreign ownership of h«niK hi 
particular, but Dr Mfehathir believes 
this should be a last resort 

Manufactming output declined S 
per cent in tZie first five mouths of 
the year. Exports. In US dollar 
terms, declined 10.3 per cent in the 
period and credit growth slowed 
from S0.4 per cent at the end of June 
1997 - Just before the crisis began - 
to 12 per cent at the end of May. 

Some private sector economists 
predicted the economy would con- 
tract by up to 5 per cent tiiis year. 

EiMDrtal Conuniait; Page 15 
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Two Caribbean airlines fly 
into financial turbulence 

Two Caribbean airiines have hit a patch of 
wanoal Jrtulence. The chakman of BWIA, Trjni- 
dad and Tobago s carrier, has had to put up his 
dvrn money to pay staff. Meanwhile, the Jamaican 
go^nrwnf has taken over $i I4m of Air Jamai- 
ca s debt to keep the ^ine flying. Page 18 

Catholics go online with QzEmail 

Malcolm Turnbull (lefQ is 
probably best known as 
co-fbunder of the 
Australian Republican 
Movement But to the 
Roman Catholic tfuirch 
in Australia he Is a pro- 
vider of cheap internet 
services. Mr Turt^ is 
chairman of OzEmail, 
AustralEwia's leading 
intPfnet group, which wili 
be delivering a broad 
range of discounted internet servicee to the 6.000 
Roman Catholic groups across Australia. Page 21 

Deregulation boosts US butter prices 

CeregLdatkxi of the US dairy sector is set to htt 
consumers' wallets. In contrast to the sagging 
prices of grains and meet prtxfucts, butter has 
risen to record highs. At $1.98 a pound, butter is 
trading at almost double last year's level. Page 26 

Gallaher set to launch eurobond 

GaHaher Group, the UK cigarette manufacturer, is 
potsad to iaun^ a DMSOOm eurobond. It wtxM 
become the fourth tobacco corrtpany to tap the 
capitel markets in as many weeks. Page 24 

Karachi investors fear defeult 

The mood on the Karachi stock market ie dowiv 
beat, largely because investors are bracing them- 
selves for Pakistan's first sovereign default on Its 
$42bn foreign debt Analysts say resistance from 
the Group of Seven to continue an tntematlonei 
Monetary Fund loan programme is causing much 
of the pessimism. Page 86 

Kenya Miways slide hits confidence 

A 40 per cwit slide in the stock price of Kenya Mr- 
ways. the African carrier in which KLM hokts a 26 
per cant stake, has knocked the confidence of 
local fnvsstors. The airl^’s ekeeutives are expect- 
ing tough questions when they meet international 
sharsholdens in London (his week, page 20 

Wall Street curbs Dax advance 

Shares In Frankfurt returned to their record setting 
ways although the duff early perfomance on Wall 
Street kept a cap on the advance. Page 36 

India lowers duty on edible oils 

India has moved to control runaway pncas of 
coconut oil by lowering the impart duty on most 
edible oiks to 15 per cent It is also asi^ the 
state trading corporation to Import 150.000 tonnes 
of palm oil from Malaysia and Indonesia. Page 26 
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Telecoms tie-up suffers setback 


By Mas Cane to LoMioa and 
James BCtz ia Rome 

The three-month-old ailtanm 
between Cable and l^^less of 
the UK and Telecom Italia suf- 
fered a blow y est e rday when a 
series of pre-surranged deals 
between the two which would 
have underpinned the partner- 
ship cdQ^ised. 

Telecom Italia confirmed 
that it had withdrawn from 
agreements to take a 20 per 
cent stake in C&W West indies 
and a five per cent stake in the 
UR group's North American 
operations. 

At tbe same time. C&W 
admitted that it was unable to 
sen Telecom Jtalia Its 30 per 
cent stake in the French 
mobile operator Bouygues 
Telecom, as agreed. 

Bouygues SA, Bouygues 
Telecom's principal share- 


C&W, Telecom Italia hit as deals collapse 


holder, effectively blocked tbe 
agreement by exercising its 
pire^ittptivd rii^ts to the CftW 
stake. 

' Tbe reverses left analysts 
questioning the fbttzre of the 
affiazHS. It bad been 
to exploit syneigles between 
tbe companies' global net- 
worka, btt appeared to lack 
strategic focus. 

CAW said that the decisions 
wonld not Hamapa thp partwgfw 
^ilp vrtilcdi was “ p rogres si ng 
well*. Telecom Italia also 
insisted that the accord bad 
not baaii riiffiitifalwri . 

The Italian group said the 
partnei^p, fcoged last April, 
had been based on careating a 
global n^wuri and marketing 
alliance with the posmbility of 


taking a direct stake is some 
parts of tile C&W group. 

"Oor dedsitm not to take up 
the shares reDeets our detemi- 
nati<m to concentrate on the 
broad architecture of &e alli- 
asce we are setting np;.** 

But tbe decision not to go 
ahead with tbe investments, 
worth abont £lbn. is a new 
embarraasment for Telecom 
Italia following a boardroom 
upheaval last month, wUcb 
has yet to be resolved. 

Yesterday, a senior Telecom 
Italia exeentive tried to play 
down any embarassmeot for 
the cmnpany over the decision. 

There was a temptation by 
some people to see the pur- 
chase of stakes in these com- 
panies as thftngVi they are part 


of smse grand and elaborate 
scheme,* he said. 

“But the strategy here is to 
look at individual deals when 
they come up and go ahead 
with them if. and only if, they 
make sense." 

The sale of C&W's stake in 
Booygues Telecom to Telecom 
Italia would have brought the 
Italian company's stake up to 
about 30 per cent 

C&W has now offered Bouy- 
gues Telecom's shareholders 
hs stake fer £45fim in cash pins 
interest and other commit- 
ments, tbe same price that 
Telecom Italia has been pre- 
pared to pay. 

It seems likely that tbe 
shareholders, whi^ include 
BDT. a Bouygues-led consor- 


tium isejuding Telecom Italia, 
Veba of Germany and Paribas, 
will aecepL 

C&W and Telecom Italia said 
under their alliance they 
would seek synergies in the 
management of their iotema- 
tioQal networks for the bmiefit 
of intemational customers. 

The aDiance was not exclu- 
sive or underpinned by an 
exchange of equity. Tbe infor- 
mal nature meant decisions 
could be made with a speed 
suited to the last-changing 
market, Mr Brown and Mr Ros- 
signolc emphasised at the 
time. 

Tlelecoffi Italia has continued 
to talk to other potential part- 
ners including AT&T of the US 
and Unisource, a European 
alliance. 

imt, Page 16 

Alliance in balance, Page 22 


CARMAKER OPENS DETROfT REPORTING SEASON WITH SALES THAT RERECT KEN MARKETING AND US CONSUMER CONFIDENCE 

Chrysler earnings set fast pace 


By tWg SkDonbn to Umdea and 
IBkld TA to CUc^ 

Tbe second quarter reporting 
season for US carmakers got 
off to a sparkling start yester- 
day with Gh^ler. smallest of 
Detroit's "Big Tbree", reveal- 
ing record earnings per share 
and demonstrating the bene- 
fits of a bmgeoning economy 
and buoyant consumer ennfi- 
dence. 

With sales thriving on the 
ba^ of strong macroeconomic 

ftinriarnginfalg and deteimlned 

xnaibeting. Fmd and General 
Motors may have a similar 
story to teU when tiiey iwKxrt 
later this week. Only tbe 
entrenched labour dispute at 
GM. which has now idled 
almost 170,000 workers, has 
soured the scene. 

Sales of light vehicles 
jumped 12 per cent in Hay, 
year on year. leading many 
forecasters to upgrade predu:- 
tions for the year. With June's 
figures as strong, annnali<yri 
sales are nmniiig ahead of laM 
year. 

The boom has been AieDed 
by attractive new products and 
enticing financing packages. 
Motown has responded to tbe 
appetite for sports ntUity 
vehicles - still tbe fastest 
growing sector of fiie market - 
by comb^ np with even bee- 
fier vehicles. 

The carmakers have also 
reinforced marketing efforts 
by (dfering ever-higfaer finan- 
cial incentives. The biggest 
impact in recent weeks came 
through loyalty coupons intro- 
duced by GM and then mim- 


icked by rivals. Mailed to exist- 
ing or prevtous brand owners, 
they offered discounts of im to 
11,0)0 on tqp of those already 
available from dealers. 

Bob Eaton, Cbrysler's chair- 
man, said be bdieved the out- 
Io(A remained 'Tkvourable" for 
the rest of this year. 

'nie company to currently 
running at about 93 per cent of 
capacity (including overtime 
availability), a figure it expects 
to wmintaim for tbs yesT. 

Such buoyant output will be 
welcmned by shaz^olders of 
Daimler-Benz, tbe (^rman 
gro u p whidi is to boy Cbiytier 
in tbe * industry's big^t 
m«ger.. 

Competitkia among the car- 
makers has intensified tbe 
marketing drive. Tbe average 
US retail incentive on Cbrys- 
ler’s vehicles climbed to 61.4S5 
in the second quartm-, up from 
the alieady-hi^ level seen in 
tbe first quarter and veU 
above the 960 in the second 
quarter last year. 

The fact that such vertigi- 
nous spending has not dented 
profits is attributable largely 
to tbe growth in dmnand for 
sports utilities. 

Big vetaides such as Ford's 
Explorer. GM’s Suburban or 
Cbrysler’s new Dorango pro- 
vide fet TnMTyTM — so much so 
that each manufacturer is 
believed to be planning even 
bigger and more profitable 
behemoths. 

Profits have also been 
boosted by cost reductions. 
Altiiongh Ford has led the 
pace, wildly its cost- 

cutting forecasts, Chiller and 
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GM have hardly been inactive;. 
Chrysler cut a further 6400m- 
of costs in tbe second 
quarter after a 2400m reduc- 
tion in tbe first three months 
of tbe year. 

However, the carmakers do 
face some uncertainties. Mr 
Eaton said Chrysler would 
"contimm to wati^ the market 
closely” as US economic 
growth slowed and clouds lin- 
gered ov^ Asia. 

Spiralling incentives are 
another worry. Tbe carmakers 
are crossing their fingers these 
wQI decline in tbe second half 




of tbe year. Chrysler eiqrects 
incentives for tbe rest of the 
year to be “in tbe range of tbe 
first quarter at around (1,200 
per vehicle, according to Gary 
Valade, finance director. 

Tbe impact of GM’s strike is 
the other imponderable. Tbe 
dispute could start to dent 
sales as its financial impact 
starts to bite into the spending 
power of its employees and 
those of its suppliers. 

Untroubled by tbe Aman cri- 
sis or GM's more local ruc- 
tions. Wall Street remains buD- 
isb about tbe outlook. 


Analysts poring over Chrys- 
ler’s munbers have already 
pencilled in fuU-year earnings 
per share of around $5.19 on 
average, according to tbe First 
Call research firm. 

That would compare with 
$4.09 (exchidii^ special items; 
last year, which was affected 
by industrial action and prod- 
uct launches. With tbe mood 
firmly upbeat, further such 
recali^ations may follow. 
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Boeing 
admits to 
problems 
with 747 
production 

^ Midnsl Sfcapinker, 

Aerospace Correspondeot 


Boeing, the US aircraft maker, 
says it is experiencing difficul- 
ties with its 747 production 
line. The admission comes just 
two weeks after Boeing 
announced its manuracturing 
crisis was over. 

Tbe crisis led to Boeing sus- 
pending production of the 
ivide-bodied 7-I7s for a month 
l:\st year while workers caught 
up with delayed assembly 
work. Production of the 
narrow-bodied 737s w'as also 
suspended. Boeing had to 
make provisions of $I.8bn last 
year to take account of tbe dif- 
ficulties, helping to push tbe 
group into a net annual loss of 
$rram - its first in 50 years. 

Boeing said yesterday that 
the manufacture of its four- 
engined, 400-seat 747 was again 
under strain because of 
changes in tbe production pro- 
cess and an increase in tbe 
number being built each 
month. Tbe group is building 
four 747s a month. This will 
increase to five at the begin- 
ning of next year, before fall- 
ing back to 3.5 in the second 
half of 1996. 

Boeing said difficulties had 
also been caused by a decition 
to manufecture 747 passenger 
and freighter modeto on tbe 
same production line. 

Ron Woodard, head of Boe- 
ing's commercial aircraft divi- 
sion. said this month that the 
group had laigely achieved its 
aim of stabilising production. 
Boeing built 14B aircraft in tbe 
second quarter of this year 
compared with 114 in tbe first 
quarter. Tbe group delivered 
139 aircraft in the second quar- 
ter compared with inS in the 
first quarter. 

Boeing also said yesterday it 
had decided to raise tbe list 
price of most of its aircraft by 
5 per cent - tbe first such 
increase in 23 years. Tbe 
increase will apply to all air- 
craft except the new narrow- 
bodied 717 whose price will be 
unchanged, and tbe 737-600. 
whose price will increase by 20 
per cent. Boeing said its air- 
craft would stiil be cheaper 
than those offered by Airbus 
Industne. its European rival. 

However, few airlines pay 
the list price. Carriers placing 
orders of any size usually win 
discounts, particularly where 
Boeing is in competition viltta 
Airbus. 


Intel denies FTC charge 
of microchip monopoly 


By Uwtoa Hehoe to San Pnntisca 

Intel, the world's largest 
diipmaker. yesterday bit back 
at Federal TYade Ccamniasion 
charges of using 'monopoly 
power" to limit oooipetitiOD in 
the gdobal market for micro- 
processor chips. 

Tbe company denied it 
monopolised any market or 
that it bad used unfeir tactics 
in its dealings with computer 
companies in an effort to 
mafntaiTi a moDopoly. 

The FTC. in an antitrust 
complaiDt filed last month, 
said Intel had denied three 
computer companies - Com- 
paq Computer, Digital Equip- 
ment and Intergraph - access 
to technical information they 
needed to develop computer 
systems based on Intel chips. 
The FTC further aO^ed that 


Intel was out to '^mnish them 
for refusing to license key 
patents Ito Intel] on Intel’s 
terms". 

Intel’s withdrawal of access 
to advanced information on 
new microprocessor chips 
damaged the ability of these 
conqianies to mnatn conmvti- 
tive, tile FTC said. 

Intel said in its response that 
it took only *reesoDahte, mea- 
sured steps under tbe law and 
Its contracts to protect its 
Intellectual property and its 
core business" when it became 
involved in legal disputes with 
the compoto' companies. 

The disputes irtth Compaq 
and Dimtal had been settled 
privately and the tturd, with 
Intergraph, was cmrently in 
litigation, Intel said. “In nose 
of these cases did Intel deny 
anyone a supply of mkrepR)- 


cessofs or any other product." 
Intel insisted. 

The company also denied 
that its actions had harmed 
competition, in violation of 
antitrust laws, and said it had 
an absolute right to refuse to 
license m* share its inteUectual 
property with third parties. 

Id contrast to Microsoft, tbe 
software indasljy leader also 
facing zujtifrust charges, Intel 
has so far avoided raising in 
its defence broad issues such 
as its right to innovate, its 
importance in the US economy 
or the benefits of its products 
to cansuzners. 

The chipmaker has based its 
defence mi legal issues. It ays 
tbe jssnes are private and have 
no adverse effect on public 
interests. 

Hearing are due to begin on 
January S. 


Sonera, Telia step up Baltic push 


By toeg Helmr in StooMiotai 

Sonera, tbe state-owned 
Furnish ttiecoms utility, and 
Telia, its Swedish coonteipart. 
yesterday stepped up their 
assault on the Baltic 
ma^L 

they up to boy a K 
per cent holding in UAB Omni- 
teL Uthuania's biggest mobile 
ph^ network operator. 

They will acquire tbe stake 
firom the Lithuanian subsid- 
iary of US gnwp Motorola. the 
world's largest supplier of cel- 
lular phones, and the KaskAas 
family. 

Finaucial details were not 
disclosed, bat Motorola and 
the Katickas femily will retain 
a 45 per cent interest in Omni- 
teL Sonera - the former Tele- 


com Finland * and Telia will 
have eqoal stakes. 

Victor Gruodis, Omnltel 
diitf executive, said the bark- 
ing of "two comp^es from 
countztes with almost 50 per 
cent poietratiQD will help us 
to achieve higher growth 
rates". 

The deal'strengthens the two 
K(»dic grotms' cdllaboratioa in 
the fest-growing and highly 
profitable Baltic teleeonmiaQi- 
catiteis maykPt, where they are 
the largest foreign network 
owners and operators. 

In Jane, the pair joined 
forces to purchase a 60 per 
cent stake in Lietuvos Tei^o- 
mas, the fbnner state moimp- 
oly operatm. 

Last month Sonera also 
bou^ a 83 per cent stake in 


Lattelekom, tbe Latvian 
national operator, from CSable 
& Wireless of tbe UK. 

SoQrtn and Telia eech have 
stakes of 24.5 per cent In Eesti 
Telefon and Estonian Mobile 
Telephone, a joint ventnre 
with Estonia's state teieemn- 
municatioos company, and a 
similar stake in Latvian 
Mobile Telephone. 

Expansion in tbe Baltic 
states, where cellular phone 
subscriptions are growing 
Idly, Russia to important 
for Telia and Sonera. 

As former domestic monop- 
oly sendee providers, they 
had to look abroad ioir 
growth to offset competitioa at 
borne, ahhottgh Son^ said it 
bad no immediate plans for 
fturtber Baltic acqalsitioos. 


Fact #80 


The firm 
tliat created 

Black- LiUenrian Model, 
manapos risk conlrolled 


And that's just the beginning. Not only do we use 
the Biack-Utterman and other quanirtative models 
for asset allocation and risk management of our client 
portfolios, but we also use them to actively manage 
our own capital and risk. bring a highly rigorous 
and systematic approach to risk management. 
The fact is clear. The firm is Goldman Sachs. 


Goldman Sachs Asset Management 
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SATELLITES US GROUP LIFTS OPERATING PROFITS 36.5% AS REV E NUES CLIMB — jP00 1I1CO1110 

Hushes Electronics nhcncl m second ^unrter j|*|y0§ growth 

T TC K<%n1rci 


By CMstopliK Parkes 
in Los /bigeles 


Operating profits at Hughes 
Electronics, the leading US 
satellite group, jumped 36.5 
per cent to $79m in the sec- 
ond quarter as revenues 
increased 19 per cent and 
profit margins rose from 3 
per cent to S.7 per cent. 

Net income, after e.vclu- 
ding a one-orf gain associ- 


ated with last year's PanAm- 
Sat merger, was 14 cents a 
share, compared with 1 cent 

The group recorded strong 
sales groMh in all three 
main divisions, with its 
DirecTV direct-to-home sat- 
ellite television service 
reporting record domestic 
subscriber growth in June. 

DirecTV gained 227.0IX) 
new US customers in the 
quarter for a total of 3.76m, 


and added 49.000 in Latin 
America, where the service 
now has almost 390,000 
subscribers. 

Domestic growth was the 
piaj p fhetor behind the divi- 
sion's 43 per cent revenue 
increase to $4Q2m and a drop 
in the operating loss from 
f-IStn to $40m. Losses tram 

the US service shrank to 
only $7m, compared with 
$32m last year. 


Progress with the satelli te Susies' egectations, which ated a IS per cent increase in 
television service suggests were enhanced by the addi- reronues to gBSm. 
that the US huslness. which tlon of PanAmSat to its sat- Network syste^. the 


that the US huslness, which 
Is the most successftd so Car 
of the four companies in the 
market, is approaching 
break-even as the effects of a 
price-cutting campaign by 
rival EchoStar start to wear 
off. 

Michael Smith, chi^ esec- 
udve, said the “solid" perfor- 
mance was In line with 


dlite services division. 

Revenues in this division 
were op 43 per cent toglSUn 
and operating Income 
Improved 18 per cent to 
174m. 

Satellite manufacturing, 
whi^ reported a more mod- 
est 11.5 per cent operating 
income gain to $80m, gener- 


Network systems, the 
smallest division, which pro- 
vides satellite telephony ser- 
vices. was bit by the bank- 
ruptcy of a customer, which 
necessitated a $26m provi- 
sion for associated losses. 

As a result, the operating 
widened from $lm to 
$2Sm on revenues up from 
g21lnt to $222m. 





Salomon I Strong US demand 


appoints 

Europe 


lifts Chrysler to $lbn 


• • A By Nikki Tali lue |,iajvia awui 

gw|T|-igTL|rg in Chicago ting along very weU”, be 

added. Chrysler and Daimler 


the players seem to be get- 


By Clay Harris, 

Banking Correspondent 


Salomon Smith Barney, the 
US investment bank, has 
appointed ro-chief executive 
officers for Europe, one from 
each side of its family tree, 
to succeed the departing 
Peter Middleton. 

One of the two is Ron 
Freeman. Salomon's London- 
based joint head of invest- 
ment banking, a business he 
will continue to oversee. A 
25-year veteran of Salomon 
Brothers, he took six years 
out in the 1990$ as first 
vice-president at the Euro- 
pean Bank for Reconstnic- 
tioG and Development. 

The other is Jim Boshart. 
vice chairman and oo-head 
of investment banking at 
Smith Barney at the time of 
last year's deal in which its 
parent. Travelers Group, 
bought Salomon. 

Their joint leadership of 
the European business ech- 
oes the power-sharing at the 
top of the global investment 
bank between Salomon's 
Deiyxk Maughan and Smitb 
Barney's Jamie Dimon. 

Salomon Smith Barney 
said there were no plans to 
allocate specific roles 
between them. Mr Maughan 
said; "1 expect them to be 
full partners, and 1 think 
they will hit it off very weil." 
He and Mr Dimon said they 
expected the new team to 
lead the bank's European 
business, not only through 
Travelers' planned merger 
with Citicorp, but for five to 
six years. 

Mr Freeman has worked in 
Europe since 1969. Most of 
Mr Boshart's experience is in 
the US, but he beaded the 
London office of Lehman 
Brothers, one of bis previous 
employers, nearly two 
decades ago. 

Mr Boshart. who Joined 
Smith Barney in 199Q, had 
run its public ffnaoce and 
capital markets depart- 
ments. Previously, he was 
president of Stamford Com- i 
pany, an investment bank- i 
ing boutique, and chief i 
administrative officer at 
Lehman. ] 

Earlier this month, Mr 1 
Middleton, who bad been i 
Salomon's European chief i 
executive since November : 
1995. announced an "abso- j 
lutely amicable" e.xit at the 1 
end of July. Previously chief 
executive of tbe Lloyd's 1 
insurance market. Mr s 
Middleton joined as an out- I 
sider with no e.vperience of c 
investment banking manage- i 
ment, which may have t 
affected his influence within r 
the bank. s 


Chrysler, the smallest of tbe 
“Big Three" US carmakers, 
cruised in with first-half 
earnings well above ana- 
lysts' expectations yester- 
day. reporting an after-tax 
profit of Slbn in tbe second 
quarter and S2.06bn for the 
first six months of 1996. 

Tbe Detroit carmaker also 
said operational planning for 
its impending merger with 
Germany's Daimler-Benz 
was proceeding “ahead of 
schedule". 

Gary Valade. Chrysler's 
' ffoance director, said he was 
constrained from comment- 
ing fUily because of Securi- 
ties and Exchange Commis- 
sion regulations, but “no 
significant issues have come 
up in tbe process so far". 

Numerous meetings bad 
taken place, both in Detroit 
and Germany, and “some of 


added. Chrysler and Daimler 
plan to send formal docu- 
ments to shareholders this 
summer, and bold simulta- 
neous votes on the merger 
plan on September 18. 

'riie second-quarter result 
compared with 5184m in the 
same period of 1997, but that 
included tbe effect of a 29- 
day strike, which knocked 
about |730m off the result at 
the pre-tax level. 

The latest result translates 
into record eamiogs per 
share of 81.51 on a fully 
diluted basis. A year ago, the 
company made 71 cents a 
share. Analysts' forecasts 
had averaged about 82.41 for 
the latest quarter, according 
to the First Call research 
firm. Chrysler's shares rose 
8n to 836!^ in early trading. 

The result was driven 
partly by tbe strength of 
consumer demand - which. 


in turn, reflects the strong 
US economy. Total ship- 
ments worldwide were 
649.369 units, up from 738,4ffl 
a year ago. 

Howrever, incentive levels 
remained high, actually 
increasing from first-quarter 
levels, and Chrysler said the 
earnings result reflected 
continued cost-savings. The 
average incentive per 
vehicte was put at 81,485 in 
the second quarter, up from 
8980 in the same period a 
year ago. But Mr Valade said 
the company mana^d to 
squeeze out a further $400m- 
SSOOm of cost reductions, 
from lower material costs, 
manufacturing efficiencies 
and general expense savings. 

Looking forward. Bob 
Eaton, Chrysler's chairman, 
said the industry outlook 
remained “favourable”, 
aitbou^ he warned uncer- 
tainty In Asia and slowing 
economic growth were 



Looking forward: Bob Eaton, dtairman of Chrysler 


potential dampers. 

Meanwhile, Mr Valade 
said he expected uceotfve 
levels to ease back in the 
third and fourth quarters, to 
levels similar to those seen 
in the first three months of 
1998. at perhaps S1.1SD81400 
a vehicle. 

The suspension of Chrys- 


ler's share repurchase plan, 
because of the Daimler deal, 
means cash balances are 
now at a record S8.2bn. Idr 
Valade said some of this 
might be used for internal 
investment and to develop 
unspecified new products. 
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Caribbean airlines fly on a wing and a prayer 


Neither BWIA nor Air Jamaica appear able to survive without increased government intervention, writes Canute James 


C aribbean airlines have 
hit a patch of financial 
turbulence. The chair- 
man of BWIA, Trinidad and 
Tobago's carrier, has had to 
put up his own money to pay 
staff, and tbe Jamaican gov- 
ernment has taken over 
8U4m of Air Jamaica's debt 
to keep the airline flying. 

Both airlines were priva- 
tised recently, amid hopes 
they would become finan- 
cially viable, yet neither 
appears able to survive with- 
out increased government 
intervention. 

BWIA and Air Jamaica 
have been criticised by their 
respective governments for 
tbe way they bave been 
managed since privatisation. 
But neither the companies 
nor tbe governments appear 
to consider renationalisation 
a viable option. 

The governments maintain 
tbe airlines are essential for 
the region, particularly for 
tourism, providing seats on 
routes others will not. 

The airlines' problems 
have been blamed mainly on 
high operating costs on 
routes of marginal profitabil- 
ity. BWIA has lost S4S.sm 
since privatisation three 
years ago. and has no assets 
left to borrow against. 

In putting up 8300,000 of 
bis own money to ensure 
staff were paid. Lawrence 
Duprey. chairman, said the 
carrier was insolvent and 
needed an immediate injec- 
tion of SlOffl to survive. Con- 
rad Aleong, chief executive, 
says shareholders will be 
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asked to put up the money 
or to guarantee a loan. 

However, the largest 
shareholder has balked. “I 
do not think I would recom- 
mend putting money into a 
falling enterprise.” says 
Brian Kuei Ti^, Trinidad 
and Tobago finance minis- 
ter. 

The government has 
retained a 34 per cent stake 
in the airline, though it has 
little management influence. 

If tbe government put 
money into BWIA. it would 
demand "a big say" in run- 
ning tbe company and would 
ensure there was "proper 
alliances and proper man- 
agement''. the minister said. 

Air Jamaica's problems 
were compounded by tbe 


failure of the local civil avia- 
tion agency to meet the air 
safety oversight standards of 
the International Civil Avia- 
tion Organisation. 


S oon after the privatised 
company ^equipped its 
fleet with Airbus air- 
craft. the US Federal Avia- 
tion Administration pre- 
vented it from flying the 
new aireraft into tbe US, and 
from flying new routes to US 
cities with its older aircraft 
Tbe island's civil aviation 
agency has since met the 
standards, but having new 
aircraft sitting on the 
ground for 16 months cost 
the airline about S150m, says 
Christopher Zacca, Air 
Jamaica president 


The company will need 
more than tire help it has got 
from tbe government The 
removal ttf the $114m debt 
burden will help our balan ce 
Ebeet” says Mr Zacca, “but 
we will Still need S80m this 
year and another 855m over 
-two years after that to meet 
our target oi profitability by 
the end of 3000.” 

The. Jamaican government 
has a 25 per cent stake in the 
airline, and Omar Davies, 
tbe nuance minister, has 
oltidsed the management of 
the company. A caustic reply 
from Gordon Stewart, Air 
Jamaica chairman. In which 
be criticised Mr Davies' man- 
agement of tbe economy, 
indicated frustretioD on both 
sides. Tbe write-off of tbe 
debt suggests that tbe differ- 
encas have been resolved. 

Jamaica’s opposition par- 
ties have said that Air 
Jamaica could easily be 
renationalised if tbe govern- 
ment were to convert cur- 
rent and likely debts into 
equity. 

Mr Zacca does not believe 
this will happen. "We bave 
no fear that tbe government 
intends to take back tbe alr- 
liim. Tbe private sbarehold- 
m bave an excellent work- 
ing relationship with tbe 
government. But it will mon- 
itor the company's perfor- 
srance and ensure an agreed 
business plan Is imple- 
mented. 

"The administration 
accepts the financial prob- 
lems bave been caused by a 
failure, not of the compairy's 


making, to meet civil avia- 
tion standards." 


Strength in fee income 
boosted quarterly earnings 
for NationsBank and First 
Chicago, the first of the big 
US banks to r^xKi second- 
quarter earnings, AP-DJ 
reports from New York. 

NationsBank, the third 
laigest bank in tiie D5 in 
toms of assets, said second- 
quarter operating profits 
rose 23 per cent on tbe 
strength of its investment 
banking and brokerage 
operations. Core loan growth 
was also healthy, as man- 
aged loans and leases grew 
to 8l&4bn - 8 per cent above 
the levels of a year ago. 

On an operating basis, 
North Carolina-based 
NationsBank, which agreed 
in to merge with Bank- 
America, said second-quarter 
earnings rose to 8Ll3bn, or 
$1.15 a diluted share. This 
compares with $919m, or 94 
cents, last time. 

The figures, which exclude 
an expected one-time pre-tax 
gain of $430m from the sale 
I of 67 Barnett Banks 
I branches earlier thig year. 

' were a cent above the First 
' Hall consensus estimate. 

Most of the revenue lines 
came in as. or better than, 
expected, said analyst 
Thomas McCandless of CSC 
Oppenhelmer. adding that 
one of the pleasant surprises 
was the decline in non- 
accrual loans. Credit quality 
remained strong, analysts 
said. 

Ed Najarian. analyst at 
Wheat First Union, said fee 
revenue was exceptionally 
strong, helped by investment 
hanifing and asset manage- 
ment Overall, fees were iq> 
from the first quarter and 
tbe year-ago quarter, he 
added. 

Non-interest income 
jumped 31 per cent to 
81.86bn. helped by tbe com- 
pany's NationsBank Mont- 


There is little certainty of gomery Securities unit and 
future profitability for either growth in core operations. 


company. Continued state 
support appears inevitable. 


N othing has come of an 
azmouncement last jrear 
that the two airlines 
would cooperate in several 
aspects of their operations. 
But cooperation Is needed if 
the companies are to sur- 
vive, said Dennis Pantin, 
bead of tbe economics 
department at the University 
of tbe West Indies in Trini- 
dad. 

"These airlines can be 
profitable only if they work 
together. While competition 
Is a good thing, it might not 
he so in this case. The air- 
lines are important to tour- 
ism. which is tbe pillar of 
many Caribbean economies, 
and. if tbe companies 
collapse, economies could be 
hurt. 

"But governments should 
not get Involved because 
they should not be allowed 
to control tbe managefflest 
of the airlines.” 
Governments, pondering 
tbe extent of likely financial 
support for the airlines, will 
be concerned about the prob- 
lems faced by three eastern 
Caribbean governments 
wluch recently paid a 
subsidy of Sl.5m each to 
Americm Airlines to guar- 
antee flights to the 
islands on routes which 
tbe airline found unprofita- 
ble. 


The net interest margin 
fell from 4.06 to 3.81 per cent 
"due to a higher level of 
investment securities as a 
result of l^raging excess 
c^dtal", the hanir said. 

However, on a linkedquar- 
ter basis, net interest income 
was flat and margins were 
stable, Mr Najarian said. Net 
of securitisations, core net 
interest income advanced 5 


per cent on an annualised 
pace from the first quarter, 
he said. 

Meanwhile, First Chicago, 
which in April agreed to 
merge with Banc One, al» 
reported a solid quarter, 
boosted by fee income. 

"Fee income growth of just 
under 20 per cent fuelled our 
earnings momentum, ” said 
Verne G. Istock, chairman, 
"and we are further pleased 
With the continued stroog 
trading and investment 
results.” The bank said net 
income rose to $408m. or 
81J8 a diluted share, from 
8378m, or $1.20, a year ago. 
Tbe earnings, which came in 
above tbe First Call consen- 
sus of $3.34 a diluted share, 
were helped by securities 
gains. 

A large pr^ition of those 
higher securities gains found 
their way into hij^er provi- 
sions and higher expense 
accruals, said Joe Duwan, an 
analyst at Keefe Bniyette & 
Woods. First Chicago took a 
higher provision to reduce 
its exposure to some of the 
countries hit by Asia's eco- 
nomic turmoil primarily to 
Korea, Indonesia and Thai- 
land. he said. 

The provision for credit 
losses, on a managed receiv- 
ables basis, was 8359m, com- 
pared with 8351m in the cor- 
responding quarter. 

Cross-border outstandings in 
Korea, Indonesia and Thai- 
land declined from 8l.5bn on 
January 1 to Slbn at June 3o. 

James Sebutz. of ABN 
Amro, said the positive 
In the quarter n'as tbe 
"material improvement" of 
losses in the bank's credit- 
card portfolio. The core cred- 
it-card charge-off rate 
declined to 6.9 per cent, from 
7.6 per cent a year ago. 

Net interest income was 
$898m for the second quar- 
ter. against and 8951m a >’ear 
ago. The net interest margin 
was 3.61 per cent. Adjusted 
for credit-card securitisa- 
tions and tbe activities of 
First Chicago Capital Mar- 
kets. the net interest margin 
was 4.14 per cent, compared 
With 4.7 per cent last time. 

Non-ioterest income rose 
from S644m to 8842m. The 
return on equity improved 
from 18.1 to 20.1 per cent, 
while tbe return on assets 
was flat at 1.4 per cent. 


Record earnings 
at PaineWebber 


Bjr Tracy Conlgan 
hi New York 


PaineWebber yesterday 
reported record earnings and 
revenues for tbe second 
quarter, helped by a big rise 
in fee income. Earnings of 88 
cents a share were ahead of 
analysts’ estimates of 77 
cents and up from 56 cents 
tbe previous year. 

Net revenues of $1.16bn 
were up 19 per cant on the 
powious year, producing net 
income at |139.5m, up from 


Recurring fee income was 
running at an annualised 
8886m, up 39 per cent from 
8637m, the company said. 
The company's return on 


equity for the quarter 
was 23.7 per cent 

Donald Marron, chairman 
and chief executive, pointed 
to the firm's success in 
wrap-fee business, where cli- 
ents investing 8100,000 or 
more pay a set fee for bro- 
kerage services. Wrap-fee 
assets rose 47 per cent to 
826.5bn. while assets imder 
management were up 21 per 
cent to $54.7bn. 

”We are pleased with our 
continued record perfor- 
mance, wlzlch we believe is 
the result of our strategy of 
gathering the assets of indi- 
vidual investors and provid- 
ing them with tbe best 
investment advice in tbe 
Industry,” Mr Marron said. 



Deutsche signals new consolidation phase 


Notice to holders of convertible 
subordinated debentures due 2001 
issued by Investor AB 


By Tracy CorrlBan in New York 


The Board of Direcrors of investor AB resolved on May 7, 199S, wirh 
auchorizarion given nc the .Annual General Meeting of Investor AB held 
on April 20, 1998, to offer the shareholders of Investor AB the oppor- 
tunit)' to acquire shares of Series B in Saab AB through the exercise of 
purch.ise rights. 


In respect thereof, and in accordance with the terms and conditions 
of the convertible debentures in Investor AB, as referred to above, rhe 
following recalculation of the conversion price has taken place: 


Previoii'i conversion price: 
Rccalailated conversion price: 


SEK 145.30 
SEK 141.90 


THIS NOTICE IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. 
IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU 
SHOULD IMMEDIATELY CONSULT YOUR STOCKBROKER. BANK MANAGER. 
SOLICITOR. ACCOUNTANT OR OTHER INDEPENDENT ADVISER DULY 
AUTHORIZED. 


www.investor.se 
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Deutsche Bank's revelation 
that it is coosidering a US 
acquisition may be a sign 
that a new phase of financial 
services consolidation is 
about to begin. 

So far, the bulk of the cod- 
solidation of global Invest- 
ment banking has been 
within the US or European 
markets. There have been 
some sizeable acquisitions 
by US firms ' such as 
rUl Lynch's purchase of Mer- 
cury Asset Management in 
the UK - and European 
groups have swallowed the 
likes of Dillon Read and 
Cowea (the former Swiss 
Bank Corporation, now part 
of UBS. and SocldU (^ndxale 
respectively). But no cross- 
border deals have occured 
on the scale of Morgan Stan- 
ley/Dean Witter, let alone 
TVavetere/Citioorp. 

"If the market stays high, 
the consolidation will con- 
tinue and accelerate." said 
Philip PurceD, chairman <jf 
Moigan Stanley Dean Witter, 
in a recent interview with 
the Financial Times. "The 
last step - and that hasn't 
happened - is crossJjoitier 
consolidation.” 

Deutsche is not the only 
European bank with preten- 


sions to building a global 
imrestment banking fran- 
chise. UBS. newly formed by 
the merger of Swiss Bank 
Corporation and Union Bank 
of Switzerland, also knows it 
needs to expand its US busi- 
ness and Is considering tbe 
issue - altbongb Hans de 
Gier, chairman and chief 
executive of the bank’s 
investment hanking arm has 
rul«3 out buying a US bulge- 
bracket firm. 

SHII, Deutsche's experi- 
ence. as some at the bank 
have admitted, strongly sug- 
gests that tbe increasing 
pace of consolidation has 
made a strategy of bnflding 
rather than buying a credi- 
ble US operation untenable. 

Following the departure 
earlier this month of Frank 
Quattrooe and his tocol- 
ogy group for (Credit Suisse 
First Boston, Deutsche’s 
"Europe-flret'' stance - that 
they will focus in Europe 
while treading water in the 
US - looks increasingly 
unrealistic, analysts agree. 
'Tbeir US domestic business 
is not in good shape.” says 
Raphael Soifer, securities 
industry analyst at Brown 
Brothers Harriman. “With 
Quattrone gone, there’s a 
gaping bole” 

Comments by Rolf Breuer, 


Deutsche’s chairman, are 
likely to fuel speculation 
that Deutsche Is looking at 
Hambrecbt & Quist. tbe San 
Francisco-based investment 
bank which specialises in 
technology. He described it 
as "very interesting and a 
very good firm”. 

"If Hambrecbt & Quist 
wants to sell, it would make 
a lot of sense from Deut- 
sche's point of view," says 
Mr Soifer. Earlier this year. 
H&Q held talks with Merrill 


to 837% in morning trading. 

But while H&Q would fill 
tbe inunediate gap left by 
tbe Quattrone departure. It 
would not provide Deutsche 
with a broad US platform. 
"It wouldn’t solve the big 
problem.” says Mr Soifer. 
Furthermore. Mr Breuer's 
hints that the bank Is 
looking at other options, 
such as joint ventures, sug- 
gest that the bank wants to 
tackle this broader issue. 

Other acquisition candi- 


Comments by Rolf Breuer, Deutsche's 
chairman, are likely to fuel speculation 
that it is looking at Hambrecht & Quist 


Lynch, the US brokerage 
firm, which were subse- 
quently broken off. Accord- 
ing to analysts, one attrac- 
tion of being bought by 
Deutsche is that the German 
bank would probably allow 
H&Q to continue as an 
autonomous operation. How- 
ever. "they should look at 
what happened to Morgan 
Grenfell {tbe UK Invmitnient 
bank]", says one analyst. 
Officials at H&Q said the 
finn never commented. H&Q 
shares rase nearly 3 per rent 


dates include: Donaldson 
Lufkin & Jenrette, which is 
owned by Prance’s Axa 
group; Lehman Brothers, 
which has experienced a 
recent rebound in profitabil- 
ity; and PaineWebber. the 
US brokers^. Some analysts 
have suggested a merger 
with even bigger entities 
such as Goldman Sachs, 
which is due to become a 
public company later this 
year, or J. P. Morgan, which 
is struggling to cut expenses. 
However, all of these have 


expressed a desire for contin- 
ued independence. 

While Mr Soifer believes 
that “there's nothing avail- 
able", other analysts are not 
so sure. “Any of tbe US secu- 
rities firms would sell - at a 
price," says Sallie Kraw- 
check, securities industni' 
analyst at Sanford C. Bern- 
stein. But she adds: “Each 
has the means and tbe capa- 
bilities to go it alone." 

Hie result is that if Deut- 
sche does buy, it will not get 
a bargain, and a pricy acqui- 
sition could be disastrous If 
fbflowed by a bear market. 
Tbe same holds true for 
UB$. While its problems 
have been less severe than 
Deutsche’s, it has also expe- 
rienced some slippage in its 
US business, partly as a 
result in the delay in 
approval of its merger. 

Some believe that UBS has 
a better chance of getting it 
ri^t "UBS has tbe means, 
tbe capability and the 
savvy” to "laka a US acquisi- 
tion work, says one 
observer. But both face an 
uphill struggle, as well as 
stiff competition from US 
commercial banks like 
Chase Manhattan, which has 
itself been struggling to (tod 
an investment banking 
acquisiti op . 
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Our cliei 
relations 
deeper. 

Now the 
resource 
available 

go even \ 

Union Bank of Swteeriand and Swiss the worid. To our dee 
Bank Corporation have joined to form a of each client, we brii 
bank with assets under management of to add value to that r 
more than USD lOOO billion, ranking 

among the top financial services firms in Welcome to the new 
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FOOD SAI^_O^F_SHARE^BY ANGLOJ\MERICAN JWAY LEMJRUIT_CANNER TO LIST OUTSIDE SOUTH ARICA ^ 

Dei Monte finks witili Itafian group 


By JoIbi mnan, 

ConsiBMr hMtastrtos Efilor 

Del Monte, the South 
African«list^ fruit canner, 
yesterday linked with an 
Italian group with interests 
In dairy piquets, tomato 
paste and football 
under the agnement, 
GtagniM & Partners Capital 
Investment will pay Anglo 
American Corporation, the 
Sontb African mining group, 
ISOm for its shares in ttaee 
companies which form the 
Del Monte group. 

Ihe offer is subject to the 


approval of regulators in 
Italy, Ireland and Germany. 

Once approval is given, 
Cragnotti will extend its 
offer of SS.50 a share to 
minority sbarebolders in Del 
Monte Royal Holdings, the 
boldii^ company for the 
group in which it will have a 
stake of 30.46 per cent 

will be no oser to 
the minority shardiolders in 
the other two oompuiies, Del 
Monte Royal Corporation 
and Del Monte Royal Foods, 
in vAich CragnMti will have 
stakes of 19D5 per cent and 
9.8 per cent respectively. 


The other large share- 
holder in the Del Monte 
group will remain Vivian 
Saul imerman, the South 

African fj'hgirman arwl 

executive of Del Monte, who 
owns 30 per cent of the hold- 
ing cmnpany. 

The group is a vertically 
integrated producer of 
Banned pineapple and decid- 
uous fruits, fruit drinks and 
specialty ^odncts. 

The sale Of the An^o 
American Glares could lead 
to a listii^ outside South 
Africa where Del Monte's 
ability to raise capital is 


constrained by . exchange 
controls. 

It was created when Del 
Monte was taken over by 
RJR Nabisco duri ng the late 
1980s and split into three 
companies. 

The South African-listed 
wing has the ri^ts to use 
the Z)eL Monte brand outside 
the Americas. 

The Italian group owns 
drio, the hugest fresh milk 
produce In which was 
privatised in 1SS3 and also 
Bans tuna, tomatoes and 
other vegetables. 

Chaired by Sergio Crag- 


Qotti, a former Farrusi axee- 
utive, it also owns Lasio, the 
Rome soccer dob which was 
recently floated on the ^ock 
market 

The partnership folfows an 
extensive study by Bain & 
Co, the international, man- 
agement eoDsoltancy; iritich 
that South A&ica 
was the wrong country for 
Del Monte ts be listed in. 

It aorowMs for less than S 
per cent of sales, an d the 
giDiQi has its headtportera 
in the UK. 

When the share sale is 

eontplete, Bain & Co will 


again be iBdrwd to advise on 


Turbulent times send Kenya 
Airways shares into tailspin 

Pdrtical instability and a pilots’ strike contributed to 
a 40% slide in the carrier’s stock price, writes Joel Kibazo 


D arid Mwan^ a school 
teacher in western 
Kenya, has had his 
fingers badly burned. *We 
were tOld baying shares is a 
good thing, so I bon^t 
Keziya Airways shares as an 
investment two years ago. 
But these tilings Just keep 
going down, so why should I 
bother again?” 

A 40 per cent slide in the 
stock price of Kenya Air- 
ways - in wiucb RLM, the 
Dutdi cairier, holds a 26 pa 
cent stake - knocked the 
confidence of local Investors 
and left senior executives 
bracing themselves for tough 
questions when they meet 
international shareholders 
In London this week. 

Few expected such a 
decline whim one of Africa’s 
most widely distributed 
stock issues started trading 
in June 1S96. 

Political instability, whitfo 
triggered a tell in tourism 
last year, coupled with 
indusfrlal action and hi gh 
interest rates have all play^ 
a part in the share price 
slide. 

Formed by the govern- 
ment in 1977, Kenya Airways 
became a textbook case of 
mismanagement. Losses 
readied $5Qm in 1982 before 
inteniatioital dtmors forced 
the goveniment to hire 
Speedwii^. an airlines con- 


sultancy owned by British 
Airways, to restructure the 
BftiTtpBny and prepare it for 
privatisation. 

By 1995, the tumroond 
was complete and, in tiae mi- 
vatisation tirnt followed, the 
govenunent retained 23 per 
cent of the equity, while 14 
per cent was set aside for 

international investors. 
About 3 per cent wait to the 
company pension fond. 

FbUowing a massive media 
wiTnpaign. the rest of the 
shares were sold to the 
poblie at KsU.25, creating a 
share register with more 
than loeuxx) investors. 

But those looking for capi- 
tal appreciation have been 
bitterly disappointed. Except 
for a brief advance to Esl4 
shortly after flotation, the 
shares have traded around 
Es7 for mudi of the past two 
years. 

A big foctor in the share 
price dedine was a fall In 
tourist traffic as political 
instability gripped the coun- 
try, not only hitting passen- 
ger numbers but knocking 
confidence in local stocks. 

Many feared this would 
lead to poor results. How- 
ever, figures released early 
this maratii revealed a 41 per 
cent rise in profits, to 
S2l.9m. which saw the 
shares harden to Es8 last 
week. But few e:q)ect a sus- 


tained revival of buying 
interest 

Tlie first wave of selling 
came after local investors 
were shaken by a pilots’ 
strike over wages shortly 
after privatisation. Many, 
Including the airline, 
r^arded the settlement as 
expensive. 

With a majority of the 
shares owned by first-time 
buyers, the Initial decline 
only increased fbeir eager 
ness to sell following the 
lack of early short-term 

gaiwg 

interest rates also 
encouraged local high net 
worth individuals to move 
out of Kenya Airways and 
into shorttenn treasury tuDs 
yielding for greata returns. 

W hile ELM remains 
happy with Its invest- 
ment, other interna- 
tional holders have sold. One 
sajrs simply: “Kenya Air- 
ways are doing everything 
rii^L The association with 
KUId is great and we can see 
what they have brou^ to 
the party, and tire pro fi ts are 
increasing. 

“But we took the view that 
you can’t divorce the pottti- 
cal climate from the the 
business envbromnent, so we 
decided to get out* 

ETnancial analysts are also 
getting wary. One says: 



-ShBfoprtK.W 



“Foreign investors are 
inniring fm: (agatal apprecia- 
tion. Mtb these shares yield- 
ing 12 per cent it will take 
three years to make up the 
ceqiital loss on this bolding.” 

But if some international 
investors have decided to 
ball out, several have 
expressed an interest but say 
they are prevented from buy- 
ing the shares by legi^tion 
that limi ts fcHTeign invest- 
ment in locafly quoted com- 
panies to a mirrhmim of 40 
per cent. 

Paul Melly, chief executive 
of Kenya's Capital Bftaikets 
Authority, is confident it is 
only a matter of tfawp bMtare 
the roles ate relaxed. 

“The policy is being lodred 


at and I am optimistic some- 
thing win be done very socn. 
After an, we do not want to 
be seen to be preventing for- 
eign urrestment” 

T he company has tried to 
bead off the growing dis- 
content among share- 
holders by announcing a 
hitler *iw» anticipated divi- 
dend of Esl. 

Brian Davis, rhirf execu- 
tive, says: “We had the issue 
of capita] appreciation in 
mind iriien we looked at our 
dividend polkT. We can c(^ 
with ft thia year.” 

Whether Mr Mwangl 
regains his confidence in 
share ownership remains to 
be seen. 


UBS plans online service I Czech probe into 


ByPaul’foylor 

UBS. the Swiss bank, plans 
an nnifop home harUring sesc- 
vice built around Intuit's 
Quicken personal finance 
software. 

The bank has signed a 
deal with Intuit Services 
Europe, a joint venture 
based in Mannom, Switser- 
land, which was set up 
nearly two years ago by 
Intuit, the US-based software 
group, and European Tecb- 
Dology and Finance invest- 
ment 

intuit Services will cus- 


tomise the Quickoi software 
padiage for UBS. iridch will 
target its high net worth 
costomers with tiie service 
in an effort to build cus- 
tomer loyalty. 

The deal marks an impor- 
taut breakthrou^ tor Intnft, 
which has seen Microsoft 
and its rival Money package 
announce a series of onfine 
banking deals with UK retail 
banks, including Barclays 
and the Royal Bank of Scot- 
land. over the past 16 
months. 

UBS said it had chosen 
Intuit Services because of 


the organisation's know- 
ledge of European banking 
practices and the omnbina* 
tim of Quicken’s ease-of-use 
and online/off-line capabili- 
ties in investment services 
such as share portfolio 
xnanagemoiL 

“The face of European 
banking is changi^ 
swiftly,’' said Nigel Hopkin- 
son. Intuit Services’s chief 
executive. “Many European 
banks are realisiiig that the 
way to remain competitive is 
to g^ and enhance their 
relationships with griaHng 
customers." i 


National Power 


NATIONAL BANK OF GREECE SJi. 
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SPONSORED 144A GLOBAL DEPOSITARY 
RECEIPT (GDR) fiSkCIUTY 
and 

SPONSORED REGULATION S 

GLOBAL DEPOSrCARy RECEIPT (GDR) EACIUTY 


^ Habot Andetsflo la Prague 
and Aitady (Mufsity 
tatsudm 

The Csech Securities 
Commissioii is investigating 
whether National Power, the 
UK ele ct ricit y ennpany, vio- 
lated its obligations to 
minority shardiolders in its 
compulsory buy-out oCfor for 
Elritiramy Opatovice (EOP), 
a smaD generating company. 

The investigation is an 
embeirassment fbr Natimal 
Power, whose purchase of 
BOP is the biggest UK 
investment in the Czech 
Republic and the company's 
first foray into coitral and 
eastern Europe, where it 
phma to create a portfolio of 
power plants. 

Nati<mal Bower yesterday 
denied the aUegations. “We 
believe our dealings in the 
Czech Republic, including 
our recent mandidory public 
offer, conq>ly folly with aD 
the Czech commercial code 
and other requirenents. We 
have bad no notice of any 


investigation,” the company 
said. 

But the Czech watchdog 
confirmed an investigation 
was under way. 

The Securities Commis- 
sion is investigating whether 
an option contract agreed by 
National Power was 
dfiggned to avoid the l^^l 
obligation to pay minority 
sharehdldeTS tiie average 
market price ova- the pre- 
ceding six montbs once a SO 
per cent shardiolding had 
been readied. 

It could impose fines of up 
to EClOOm ^m). 

Last October, National 
Power took control of EOP 
for ES5.3bn by buying a 48 
per eent stake for K58.600 a 
share - almost double the 
traded price 

In May, ft raised its stake 
to more than 70 per coit by 
buying shares fiem sevoal 
east Bohemian cities for 
KS4.300 a sbareL Jt then made 
a compulsory buy-out offor 
to the remaining aharahnid. 
ezs at Efi4,200 a share. 


B Dd .Moaite, whidi already 

k has an exteiiBive business in 
the Fhilkvlnes, believes an 
n overseas fisting could allow 
k it to take advantage of . the 
1- tnrmcfl in Asia to 

h acqinre buslDesses in coun^ 
a tries such as Thailand and 
r Indmesia. 

“Onr tiwm wSl be looking 
5 very eareftilly at the poten- 
e tial synergies and we are 
s confident there are many 
cgmortnnitaes to strengthen 
5 the Del Monte txand,” said 
1 Mr Cragnotti. 

Madrid 
wants role 
in bourse 
alliance 

By Tom Bonn ta MadM 

Madrid’s Bolsa yesterday 
Jofoed the Baris and Amster- 
dam homses in calling to be 
induded in plaDS by London 
and Frankfort to forge a 
stodr emfoange aTIiance. 

The Spamsb reaction is a 
combination of sevpat for a 
panje n rn paati equities mar- 
ket, piqne over not being 
consulted over the Anglo- 
Gennan initiative and opin- 
ioD the B(dsa should not be 
left out of the devekqpment 
Juan Feradndes-Armesto, 
chairman of Spam’s stock 
arrhangs conuxiission, dis- 
missed reassurances from 
Londm and Frankfort prom- 
ising future invitations to 
join their planned alliance. 
-The dub may wen he an 
open one but when you are 
allowed in the rules have 
already been drawn iqi. This 
cannot be an An^i>GazDaii 
affoir, numaged by the Cttj,” 
be said. 

TTie' Bolsa conmders itself 
a highly efficient market 
wlddi converted to elec- 
tnmic trading 10 years ago, 
and has seen a strong 
increase in business ova- the 
past two years. Madrid has 
now overtakoi Milan, to 
become the fourth-ranked 
EnropeaD bonrse in tenns of 
daily trading volume. 

The Madrid market is now 
hoping to encourage fistings 
by Latin Amcxican groupe, 
many of which have partner- 
ship arrangements with 
Spuiish companies. 

*Tt is Just not on to leave 
Spain or any other signifi- 
cant European market out 
because it runs against the 
whole European Idea of 
co-epoation, non-discrimina- 
tion and subsidiarity,” Afr 
FanfindesAnneeto said. 

He said he was “whole- 
heartedly*' in favour of a 
pan-Enitgiean ‘it is 

very important to have a 
martet that is large, deep, 
liquid and efficient.’' How- 
I ever, national stock 
! exchanges should be the 
“natural entry point” for 

<v¥ mpaniae sedting a UaHng - 

on the larger market, he 
added, and national regula- 
toss should have a key role 
in supervising a eurozone 

Fofiowinga string of mar- 
ket privatisations, more than 
10 per cent of SP^iish adults 
now own shares, and the 
Bolsa's Pta60,400bn (S391bn) 
capitalisation represents 
some 55 per cent of the coun- 
try’s GDP. It is estimated 
between 10 and IS Spanidi 
companies would be digihle 
to t^e cm a pan-European 
exchange formed by the 
eurozone’s 300 top compa- 
nies. I 


NEWS DIGEST 

SWE DEN 

Higher tax charge takes 
toll on OM Gruppen 

Shares in C)M Gmppen tiBTfotod ptecettyestadqra^ 
the SweeSsh securtties exchange opoator pasted iGwra^ 
half-year proBts. Pre-lmc pnjffls mee bom to 

Sf0244m bwtaftaptexeanS^^ppedBfim 

SKiiesm to SKrieem- 

Pv Lamson, chief executive, sod OM had ailfared tern a. 
hlgha tax chsge stenwifrtg bom hi{^ trading vcAsnes at 
OMLX, 9s London-tased derivafives eoeehanga CM had Mso 
ihdyredbiciodgodcoeteihxnteacxyiWto 
stock exchange early this year. 

Shares in OM > one of tfie best performers onong BsM 
Swedish groups this year - shed SKrlOSO to end the day a 
SKrieft 

-The.compeny said turnover on its cNchanges was nbcist, 

helped by strong volumes on the Stockholm bourse How- 
ever, foe costs of the acquiwfion, coupled with the htroduc- 
iion of options progranmes for serfor manager^ helped putii 
operating costs up from SKr390m to SKr597m. Thb damped 

eamfogs per share, which sfi^md ftom 902.30 to GKr1.M, 

rgflftct’pg an tneraasB in share caoRal in conjunction with the 
Stockholm bourse acquritlon. Sales Incroowd from SKr439m 
to SKrTTSra &eg Mdvor, ffiDckhoim 

POBTOGAL 

Siva raises Es19.5bn in IPO 

Siva, the Portuguese car dealer that Imports arxJ se& Vo8c^ 
wagen cars, y^tsrday raised Es19.Sbn (S104.6nfl from an M- 
ttal pubfo offerirq of 25 per cent of toe company. The sale, 
which wW r wv^l record demand for a privste-eector IPO in 
Portu^ was priced at Es2,600 a sh^ toe top of the pre- 
oinounc^ raiiga Smal savers ordered 614.5m riiares, 246 
times toe 2.5m shares on offer in the retail tranche. 

The 2.75m shares for International institutions and & 2Sm 
shares for Portuguese institutiors were seven and five times 
subscn'bed, respectively. Globa) co-ordinatoTS were Banco 
Chemkal Rnanee of Portugal and Salomon Smith Bamcqf. 
Shares in the famny-controUed company, viMch now has more 
than 82,000 shareholders, be;^ trading on July 16. 

Pater Vnss, Usbon. 


THICOMklMNICATI OIIS 

WorldCom wins Spanish licence 

WbrldCom, tite US tetecommunicatlons group, has been 
granted a ficence to operate in Sprin, the country’s Telecom- 
muncations Market Commission said yastentay. Jose-Lu is de 
Migiiik external rebflons director at tire comm i saon, said the 
moin wouM afow VforfdOom to offer vaiued-added services 
through Its own kifrastructure. Ihe only other licence of this 
kind was awarded to Cott Telecom, of toe UK. 

The fiberaRsabon of the Spanish teiecoms market meeins 
former mcnopoly T do fdnlc a now faces con^wtition from three 
rivals in As tlxgd-line and caDphona businessesL However, 
Telefonica Is unBkely to be threatened by WorkfCom’s move 
into its home matko, as the two compinies signed a strate- 
gic alBance in March to develop cross^iokfirigs In each oth- 
er's intemaUenai operabons. APDJ. Madrid 
■ The Beopean Commission has cleared the bid by British 
Telecommunications. AkTouch Commurrfeations of the US 
and tiirra Irwestmerrt companies to acqidre joint corrtrd of 
Aktd, the ^rarteh mobile telephone operator. 

AFX News, BrusselB 
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PolyGram takes Turkish stake 

PolyGiani, toe Dutch entertainnient group for whkto Seagram 
of Canada has mounted a $10.4bn bid. Is exparKHng Its inter- 
nationed InterBsls bytaMngoontrol of Rates MOzHc, the largest 
record company in TUrkay. Under the deal, Poly&am win 
acqiutB a 26 per cent stake in the comparty to add to the 25 
per cent hob^ it bought early last year. Rales MuzAc, which 
represents popular Turkish acts such as QeBk Erlfgi and tzel, 
wifi be renamed PolyGram Plaza. Once the Seagtm takeover 
is completed, PolyGrem’s Turkish business, like its other 
record companies, wU be rnerged into Universal Music, the 
Canadian group's music subridiary. 

Seagram last week got the go-rireed from the US anti-trust 
authorities to start the merger process, but is sHI waiting to 
dear the deal with the European Commission. It could take 
several montos for toe Commission to decide whether to 
erxiorse the transaction, as it must ensure toet it is accept- 
able to each member state. PolyGram Is already Eixope’s big- 
gest music groig), but Untveieal Music's market share is rela- 
tiveiy low in Ihe regfort Alice B a wsBiotr i 
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Zurich Insurance in Polish move 

Zurich Insurance said yesterday it and Solidarity, the PoGsh 
trade union, wodd ap^ for a common Heenoe to Jointiy enter 
the Pofish pension fond business ahead of a partial privali sa - 
tion d the state pension astern k) 1969. As part of the 
agreement, Zurich and SdidarHy wIB establish two orgenisa- 
tioTB: Zurich SoUdamt for pendon fond management aid SoO- 
dami Zuridi for distribution. ARC News, Zurich 


Estonia gives go-ahead to bank mergers 


Established by 



www.bankofny.com/adr 

Thee wrunries im /ilKnl tillin' Rt;pJiirtcvi S tmi Rule U4A uaJer the StetiriHef Atl of 
] 933 omt nay not be offmd or soU in Oie United Stolei ^feat re^troHou or an 
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The Estonian central bank 
yesterday gave its approval 
to two separate bank merg- 
ers, marlcing the t rnlmina . 
tion of a structural overhaul 
and consolidation of the sec- 
tor as competitive pressures 

moimt. Renters reports from 

Taninn. 

The central bank approved 
the union (ff two of the three 
largest ffwanwni jnstttatlons 

- Wanaapawlr aod Holupank 

- creating Wannapanlr, the 
largest boik to the 

with assets of EKr24.1bn 
(BLGSbn). 


To \tlvvniM.' 

\ our Ia'uuI 

MuLtnic Miles on 
U.l: -44 Ul'l S"o ,M4') 
r^v: ^44(UT1 


The central h ank also 
announced ft bad ghran its 
approval to the mailer of 
Ubispank, Estonia’s largest 
bank, and fourth-ranked Tal- 
linna Pank to create an Insti- 
Cation with assets of more 
than EKriebn. 

*Tt is deffnltely good sews, 
but it has to be seen in the 
long run.” said Adam Ifos- 
ter, analyst at Soddte GteiG> 
ale la London. “There are 
stiH macroeconmnic wornes, 
and you have Russia and so 
on - this Is what dominates 
the mariEet" 


The mergers raise the 
cooipetltlve stakes in the 
iwnaTi Estonian market 
position the. banks to 
strengthen their status as 
pan-Baltic operators, with 
each institution having 
branches and other finandal 
operations in Latvia and 
Uthnanja. 

The consolidation comes 
as Estonia’s economy is 
being squeezed by bighar 
interest rates, soaring GDP 
growth and a yawning cur- 
rent account gap. 

Newly-formed Hansapank 


said that while it b^an 
operations yesterday, it 
would take about one month 
for the two founding compa* 
niea to be l^ially johied. 

Under the terms of the 
deal, Hansapank will issue 
33 shares in the new bank 

for ev8i7 125 shares of Hoiu. 

T think the megga win be 
better imptemented and wffl 
overcome some of the earlier 
problems now that Hansa- 
pank is doninating the pro- 
cess,” said Martin Lanr, ana- 
lyst at Talinvest Suprona. 

The move is expected to 


cost some EKr47.6m, mostly 
in redundancy payments of 
about EKz34Am. 

The merger of Uhispaak 
and Tallinna Pank is expec- 
ted to give the new bank, 
vriiich haK yet to be named, 
about 32 per cent of the Esto 
Tiian hawking markpl' 

The banks have they 
expect profits to be ab^ ^ 
per oent higher tbsm If the 
two operated on their own. 

The meiger will take place 
with a swap of one 
Tallinna Pank share for IMS 
Uhispank share. 


BUSINESSES FOR SALE 
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OzEmail embraces God after 
investors give their blessing 


COMPANIES & FINANCE: ASIA-PACIFIC 


I^msB . 

Shnprice RUhB to iha 
M OnfliaMs iMkx 
las 


Shares have sosired in 
services to the country 

T o some people. Malcolm 
Tumbull. co-founder of 
the Australian Republi- 
can Movement, ia the devil 
inornate, but to the Roman 
Catholic Clmrch in Australia 
he is a u'elconie provider of 
cheap internet services. 

Mr Tumbull is chairman 
of OzEmail. Australasia's 
leading internet group, 
which last week becam the 
preferred service provider 
for the Australian arm of 
one of the world's oldest 
institutions. 

OzEmail, which is listed 
on Nasdaq and the Austra- 
ijan Stock Exchange (ASX), 
will be delivering a broad 
range of discounted internet 
services to the 6,000 Romas 
Catholic groups across Aus- 
tralia. 

“In a rapidly changing 
world, the time has come for 
the Church to embrace ^e 
web." proclaims David 
Spence, OzEmail president 
and chief tolerating oBicer. 

Tbe Catholic Church coup 
caps a remarkable month for 
OzEmail, which seen its 
share price soar as Interna- 
tional investors clamour to 
buy internet stocks. 

Last week tbe ASX ques- 
tioned OzEmail over a 43 per 
cent rise in its share price 


the Australian internet group - now provider of 

's Catholic Church, writes Russell Baker 


hvm A32.90 in mid-June to a 
new high of A$4.1S, which 
gave it a market capitalisa- 
tion of A$504m. OzEmail 
responded that there were 
“incomplete and fnnfMcntiai 
n^iotiations” under way. but 
that it was not in a position 
to make any announcement. 
'There have, however, been 
rumours that OzEmail has 

There have been 
unsubstantiated 
rumours that 
OzEmail has been 
talking with 
Rupert Murdoch’s 
News Corp 


been talkii^ to News Cmp, 
the media coi^lomtfate eon- 
troDed by Rupert Murdoch. 

A more likely explanation 
tbr OzEmail's surge Is the 
internet fever which has 
gripped Nasdaq. The share 
prices of such groups as Net- 
scape. Yahoo!, Amazon 
Lycos have surged In recent 
weeks. 


Id its ASX reply, OzEmail 
acknowledged this, saying H 
was “aware that many 
stocks in the internet sector 
listed on exchanges in the 
US have increased**. It seems 
that Investors have been for^ 
ring up OzEmail's share 
price on Nasdaq, and its 
ASX share price has been 
playing catch-iq>. 

OzEmail Is Australasia’s 
bi^st service provider, 
with an active customer 
base of more than iao,QOO 
users. It has about 80 poinls 
of presence, or electronic 
gateways, in Aostralia, 
which provide local-can 
access to more 80 per 
cent of Australia’s popula- 
tion. hi Iday 1986 the com- 
ply was quoted on Nasdaq 
via an issue of American 
Depositary Shares. Fallow- 
ing a share spUt in S^rtem- 
ber 1997. earii ADS now rep- 
resents 10 ordinary diares. 

The company expects 
increasing competition in 
the Aostraliaa mtanei ser- 
vice market this year, but 
Mr Tnmbull believes that “it 
can rise to the ehallen^". 

One of the group's biggest 
costs is band width between 
Australia and the US. To 
overcome this it has set 
up a satellite link from 




Malookn Ttsnbufi; OzEtnal *eaB riee to the chs B an ge* 


the US to its own earth sta- 
tions in Australia. It is also 
joining a consortium to 
acquire fibre capacity 
between the US. Australia 
and New Zealand. 

Interline, the group's intm*- 


net telephony business, uses 
tedmology whidi allows the 
placement, routeing and bill- 
ing of hi^-qnality voice ser- 
vices over the internet, 
using existing tone-dial 
phones. Interline has net- 


work affiliates aronnd tbe 
world, inffiuiting in the UK 
and the Netheriands. 

OzEmail's three largest 
shareholders are Sean 
Howard, chief exeentive. 
Trevor Kennedy, a director, 
and Mr Tumbull, who 
between them control 61 per 
cent of the group. Mr Turn- 
bull aiBft runs tbe Australian 
Republican Movenwnt and is 
chief of the local office of 
fiolilTnan 

Early last month tbe three 
largest shareholders decided 
to sell 3m of their shares, 
representing about 2.5 per 
cent of issued capital, to 
Australian investors at 
A$157 each to fh^tate tbe 
listing of OzEmaO. At 
OzEmail's current price, 
those investors ate sittiDg cm 
a 40 per cent paper profit. 

Even more happy is 
Father Emmet Costello, a 
Sydney Jesuit priest Thanks 
to the OzEmail faook-up. “the 
world is DOW my congrega- 
tion''. he says. 


Fund managers more optimistic on Japan equities 




By Jana MartiBSOii, 
bivastineBt Comspoodent 

InCemational Amd manages 
turned poritive on Japanese 
equities last week after 
plans for intervention to 
support tbe yen and fev a 
“bridge bank“ to deri with 
bad debts in the nuanrial 
system were announced. 

A poll for Morrill LjTKh, 
the US investment bank, 
conducted by Gallup, the 


market researchers, found 
that UK managers with 
funds worth £l,SS9bn 
<t3,5l5ba) became net buyers 
of Japanese equities after 
selling them over the previ- 
ous 12 months. 

Trevor Greetham, global 
strategist for M^rill Lynch, 
said that the increased c^- 
mism seen in last week's 
survey appeared to have sur- 
vived yesterday's resigna- 
tion of Ryutaro Hashimato, 


Japan's prime ndmster. 

“There are cotainly some 
positive aspects to tbe resig- 
natioo," he said, mentkmisg 
that a new ministm' may be 
able to make a policy U-tizm 
in politically senative areas 
such as consumer taxatiem. 

However, be was cautious 
about any upturn in outiook; 
“My worry is that they are 
expecting too mneb too 
soon.” he «iiH . “Fund man- 
ger sentiment towards Japan 


is notoriously ralatile." 

In the UK, buyers ri Japa- 
nese equities oatnumbered 
sell«s by 16 per cent - a 
tumround from jost two 
months ago, when sellers 
outnumbered buyers by 21 
per cent. 

US and Euro- 

pean managers have been 
increasin^y confident since 
May. The monthly poll ques- 
tions 257 institutions with 
funds of S8,06llm. 


Non-Japanese fund manag- 
ers were also much more 
positive on the yen than 
they have been for some 
months, with most expecting 
to see the conrency slightly 
stronger against the US dol- 
lar in a year's time. The 
average forecast was Y143 to 
the doHar. 

Domestic fund managers 
have been much more buU- 
ish than their non-domestic 
counterparts on both equi- 


ties and the cunency this 
year, with 72 per cent expect- 
ing a strong M-^T^wny a year 
frtan now. That Is the most 
optimistic they have been 
since last Septmnber. 

They are selling Japanese 
bonds and are more down- 
beat on overseas bonds. 

Fund managers in Asta-Pa- 
rific expect regional eco- 
nomic growth to remain 
weak, vdiile profits expecta- 
tions are falling . 


NEWS DIGEST 


SECURmES TRADING 

Vietnam to set up market 
in Ho Chi Minh City 

Vietnam has tigned a decree which wiD lead to the creation of 
a fledgling securities trading market in the southern commer- 
cial centre of Ho Chi Minh City by the end of the yw. Details 
of the new decree, signed on Frid^, are to be officially 
released in Hanoi today. Foreign aecuritiee eompa^ expect 
the regulations to allow Vletnarieee end foreign Joint ventures 
to trade In bonds and a limited number of company stocks, 
providing a boost to Vietnam's slow-moving state-enterprise 
Friorm. Since 1993, fewer than 30 out of Vietnam's 5,800 
state-owned companies have been sold off. 

Refrigeration Engineering Electrical Company (RE^. a Ho 
Chi Minh Oty-baeed alr-concritioner manufacturer, is the only 
privatised company with foreign shareholders; 16JI per cent 
of the comparty is in foreign hands, after the conversion Into 
sharee in May of a $5m bond uriderwrftten in 1993 by Dragon 
Ccqsital, a Vietnan Investment fund. 

With an estimated capitaliSBtion of $27m, REE Is likely to be 
a leEding stock when share trading eventuaDy gets undw way 
in Ho Chf Minh City. The latest regulations should smooth the 
path of a pilol scheme drawn up by Nomura Securitise for the 
sale of sharee In Savimex, a furniture exporter, which aims to 
set a precedent for future privatisations Involving foreigners. 
Jonatiian BIrchaB, Hanoi 

THAILAND 

Til Energy obtains foreign loans 

Banpu, a leading operator of coal mining and energy bu^ 
nesses tn Thailand, sard yesterday that fts joint venture Trt 
Energy company had signed a contract to borrow $427.5m in 
a doBar-denomlrtoted loan and Bt750m ^17.^) in a baht-de- 
nomlnated loan. The venture Is 37A per cent owned by 
Banpu arxt Texaco of the US, whDe another US partrter, Edi- 
son Mission Energy, owns the balance. 

Trf Energy is the flrst privatsly-owned large utiltlies project 
in Thailarrd to obtain foreign loans during Thailand's economic 
recession, said Banpu. The company will use the loans to 
finance Its project to build an electrt^ power plant witii a 
capaeky of 7Q0MW 95lon west of Bangkok. It wiD sell all out- 
put to the Electrierty Generating Authortty of Thailand under a 
20-yaar contract AP-DJl Bangkok 


AIISTRAUA 

CSR expects profits growth 

CSR. the ALBSirallan buildirtg materials, sugar and alizninlum 
group, expects profit growth in the year to March despite 
some bad strategic moves by the company, accordirrg to Ian 
Burgess, chairman. “Present indications are for company 
profit s to rise again during the current year,* he told the 
annual general meeting. Mr Burgess said the company's 
expansion of its medium density flbreboard martufacturing 
business “has proved to be a bad strategic move*. 
AFX-Asia, Sydney 
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Issue Price DM 680 per Non-Vbting Preference Share 
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Advertise your property to 
approxlroately 1 million FT 
readers in 160 countries. 

For details: 
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We are pleased to announce that Stephen Rose & Partners 
Limited has changed its name to 


UBB Capita] Markets Limited 
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Brokerage, Distribution and leading 


Brazilian Equity 


Fixed Income Securities 


Eqnities 

Tfel: 44/71 8770100 
Fax; 44 171 877 0109 


Fixed Income 
Trading; 44 171 8770140 
Sales: 44 171 877 0133 
Fax: 44 171 877 0139 
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" RETAILING COMPANY FACES ‘AN EXHAUSTIVE INQUIRY' FOLLOWING DISCOVERY OF BREACH IN ACCOUNTING RULES 


S( 

fr 

Y 

K 

» 

fr 

ir 

pi 


on 

Ct 

8> 

tt 

a! 

jr 

tr 

U 

o 

P 

o 

a> 

D 

h 

a 

o 

tl 

o 

a 

B 

P 

a 

tl 

o 

r 

b 

0 

n 


( 


A 

tc 


Carpets shares suspended after audit 


By JMnw EdgecHfiB^Joli^^ 


Trading in the shares of 
Allied Carpets was 
suspended yesterday after 
the nompany discovei^ that 
some stores had deviated 
from its accounting rules by 
recording sales before the 
products had hem delivered 
to customers. 

Ray NetberCOtt, managing 
dlre<^r, said the company 
and Arthur Andersen, its 


auditor, would conduct “an 
ei^usdve inquiry to estab- 
lish the extent of Qiis non- 
compliance”. 

The problems only came to 
light t^ weekend, Mr Neth- 
ercott said, during the end- 
tf-year audit 

He said the company had 
yet to establish the potential 
inqiact on its profits but esti* 
mated that the “sales recog- 
nition er ror" affected about 3 
per cent of the turnover fbr 


fbe year to June 30 1098. On 
analysts’ forecasts of £287m 
($44101) sales fbr the year, 
£8m worth of goods coold be 
affected. 

Nathan Cockrell, retail 
analyst at BT Alex. Brown, 
said: “Given that the aver 
age order size is about 
£1,000, that is 8,000 undeUv- 
ered carpets, or 30 per store. 

You would have hoped that 

somebody would have 
noticed.'’ 


Allied Carpets, whkb sells 
about 18 ptf cent of the car- 
pets in the UK, typically 
records a sale only when the 
cai;^ has been delivered to 
the buyer. But auditors dis- 
covered some shops have 
instead recognised sales 
mice car pets had been deliv- 
ered to ibe store but before 
they had gone out to the cus- 
tomer. 

Ur Nethopott added: **n>e 
evidence so far is that we are 


not taUriwg about fictitious 
nr profits. It is a timing 
issue.” He conceded that sdj 
breach of the compairy*s 
ftwHfntttig pdides was sn* 
oiis but said: “B is not hfb- 
tfareatsaiog.” 

One institutional sharc- 
bolder said ft was unusual to 
ask for a- share su^ensicai if 
accounting problems were 
oonflnad to a maigmal tim- 
ing issue.. 

He added that howevm* 


w^ file matter was handled 
any ' aceoontinf problems 
were "edmost bound to” 
the management’s 
strong rgiuHdlon". 

Allied Carpets’ discovery 
comes just two montbs 
it warned of distmct lack 
of coDsumer confidence”. 

The group, which was 
listed two years ago, had 
seal its share price ^ firom 
2lSp at flotatioii to 74V4p 
before file snqiensioaDu 


Ellis & Everard agrees 
$13in deal to buy PP 


^ VirgAiii Maidi 


Ellis & Everard. the UK’s 
largest chemicals distribu- 
tor, is to double its sales of 
^lymeis with the purchase 
of one of the biggest inde- 
pendent distributors in the 
US. 

* The UK group said yester- 
day it had agised to pay 
$ian (£8m) fbr Performance 
Polymers, a Massachusetts- 
based company, and to 
assume its debts, of up $15m. 
There is a further consider- 
ation of iq> to aism, payable 
m 2001. depending on the 
performance of PP which 
had sales of $17Dm ($164.9m) 
last year. 

I The deal is to be financed 
through a placing. This 
caused the shares to fall iKp 


to 269p. despite the 
announcement of results at 
the top end of eqiectations 
and a confident trading 
statement. 

Helped by acquisitions, 
pre-tax pr o fits rose to £32.1m 
(£29.6m} on sales of £732m 
(S645.%n) in the year to April 
30. 

The present year bad 
“started well” and the 
groiq) continued to manage 
the impact of £su!tan su^ 
as currency and pricing 
cycles. 

Peter Wood, chief execu- 
tive, said the group's shift 
towmtls polymers and sped- 
ali^ cfaCTicals had reduced 
its dependence on more 
cyclical commodity chemi- 
cals. Following the PP acqui- 
sition polymers would repre- 


sent about 20 per cent of 
sales with spedali^ diemi- 
cals accounting fiar a further 
80 per cent. 

EAfi's relatively upbeat 
comments contrast with a 
string of wofits warnings by 
chemicals producers, culmin- 
ating In a iSoomy statement 
by DuPont last week. 

The vendor piarffi g, which 
la to raise about £23m net, 
involves the issue of 9m new 
shares, representing about 
10 per cent of the existing 
share capital, priced at 25^. 
It is underwritten by Schro- 
ders and the brokers are 
Cazenove. 

Earnings per share were 
24.7P <22Ap) a Anal divi- 
dend of 7.1p (6.7p) is pro- 
posed for a tot^ of lOAp, up 
6 pa ceoL 



COMMENT 



I i na rlw fa Peter Woo^ left, and John Samuel, ftwnee dbeetor 
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Strong demand 
for Coke bottler 


By Joha vmman is Laadon and 
Juslin MaroEd fei Msffis 

Shares In Coca-Cola 
Beverages traded at a pre- 
mium to the issue price of 
I60p on their first day on the 
London Stock Exchange, 
amlH buoyant damand for a 
gtafce in the new Coke 
anchor bottler for eastern 
and central Europe. 

With just 142.7m of the 
LQSTbn shares sold through 
the bookbuilding exercise 
managed by Warburg OlUon 
Heed, the price jumped to 
la^) at the start of trading, 
before faffing back to I69p. 
Investors had initially said 


they wanted to sell 195m 
shares. 

Analysts suggested that 
many Australian sharehold- 
ers had decided to hold back 
in the hope of selling for 
more after the flotation. 
Dealings on the Sydney 
Stock Exchange begin today. 

San MlgueL the PhiUppine 
food and beverage group, 
which sold lOOm shares 
throng the bookbnild, sold 
its remaining im.vm on Sun- 
day night - also for l6Qp a 
sb^. 

The issue price valued the 
company at £L7bn and the 
offer was 13 times sub- 
scxlbedL 


CWC seeks Telewest links 


By Cathy Mrnin 


Cable A Wireless 
Communications, the UK’s 
blsest cable company, has 
approached two minority 
shareholders of Telewest 
Communications, in an 
effort to forge doser 

CWC is tbraght to be con- 
sidering a range of options 
to gain stronger links with 
the UK’s second largest 
cable group. Among these 
are swapping local fran- 
chises, or combining the 
manflgprmmt gf franchises. 

The move is part of an 


effort to secure CWCs place 
as the dftminjint UK cable 
operator amid rapid Industry 
consolidation. NIL, the third 
laigest cable company, 
recently called a halt to 
merger talks with Telewest 
CWC has no immediate 
plan to make an oBer for the 
stakes that will be bdd in 
Telewest by ^fivendi, the 
French telecoms and ser- 
vices poop, and SBC Com- 
munications. the US tele- 
coms company, after the 
merger of Telewest and Gen- 
eral Cable. 

-Although closer links 


could eventually lead to 
CWC znaklzig a bid for fiie 
minorities. MedlaOne and 

TAlw-Cn rnTminiftaHftng InC, 

the US cable grocqjB that are 
Telewesfs laigsst sharehold- 
ers, have rights of first 
refosaL 

jjficholas Maaring-Smith, 
CWCs finance dirsctor, has 
made approaches to Vlvundi 
and SSC. CWC is thought to 
want to patn their backing 
before -wiring the support of 
other shardioldsTB. 

If the £649m CS1.07bn) 
acquisition of General Cable 
is completed as piannnri later 


fids year, BdediaOne and TCI 
will eadi own 20.9 ptt cent 
of the enlarged group, while 
SBC will hold 1L4 per cent 
and Vivendi 8A per cent 
There has been continued 
apecuiation about Telewest’s 
future ownership, and 
CWC*a nde in itarfimr consol- 
idation in the industry. 
Share prices in' the industry 
have been soaring in recent 
week s on hopes of further 
rationalisation. Over the 
past five years cansohdatimi 
has reduced the number of 
cable companies in thg UK 
from 24to'Bve.“*^ • • • 


Colt Telecom plans £600m placing 


DAEHAN BLUE-CHIP INDEX TRUST 

International Depositary Receipts 
Evidaidz^ Beneficial Certificates 
representing 1,000 units 

Notice is hereby sivcD u (be UoiibgUen ihs Oubn Iiwtaol lyeu Co, 
Lld.liae'*Mvijgin^hMS<ieclaicda(liiiritwtioaorWoa ISSnoOpcrlDRor 
IjOOO U nits peyeble on orifterAdpni I. IWflotheR^BblkorKeiea. 
hyments of coupoB no. S of (be lateraaUonal Depositay Reeeifiu wOl be 
Radcan«rifterAug|ia7. l998inUSdaUanillteo8KeforB^BnisMfa 
Lambert in Beldam. 

The wnoum of doUeis Uiall be ibe net praoeedi of die «)e «f the Vtai emeem to 
an OKiiiose bank ID ibe Rqublic of Rom u die nu qooieil by Kerai 

p».*.nifw nnll,^ fhiy rf n-rmktmee tj id »BI hg fKmOitifd 

fexhe Uiiliholifcis in pfBpofiMB a> iheir tes jiMi a t entittenicPtiilla’d p diK t k' W 
of an axes andchnaBe of ibe Dcpoiitiiy. 

Holden icsUm; in a cauRpy furing a dniUe taMifan beaty iriA (be RepnMie 
of Rone may obuio payraem of iheir coupoos ai a lowerrase of die Roim 
noa-ieadeM « tihholdins ox. on condittan ibH dicy hiiniib M ddier dK 
Dqiesiiafy or Bank Bnivels LaodKit a cenlfkatt Uiowiiig tbeir i cd Jeoc e 
togeSber widi a copy of dM Cenifleate of locoiponitan or a copy of the pawpon 
fijrmfifidBals. ThwdooiineaaaicieqiiRedbyllieNicianalThr 
Arhniniftiiiiion of Kotea as evidence of Rsidcoce and widuul them the full olB 
of 27,50 pet Konm noo -refidem widduldeig tax win be leiaiaed. 

Any dblrifaidiaD unclaiineri by (he biSdrr shiJ] te iCBmied settle Bust aiihe 
e:qitradon of five yean (nm ihe diR on wlildi this disnibudoa fits boevne 
payable. 
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By Mao Cana 


JPMoi^an 


Colt Telecom, the fast- 
growing operator whose 
shares are leading the UK 
boom in telecoma stocks, 
yesterday announced half 
year resulta significantly 
ahead of market expecta- 
tions together with ambi- 
tious expansion plans for 
mainland Europe. 

ft is planoiv to raise 
£600m (,$990m) in debt and 
equity to ext^ its netwotfc 
to more than double number 
of financial centree it serves 
on the mainland. 


The shares closed at 
£29.12K, I25p ahead. The 
conqrany floated in. Decem- 
ber 1956 at £2.75. It has seen 
its shares rise strongly 
becanse speenJation that 
it is a target tor takeover by 
a long-distance operator anx- 
ious to benefit finm its direct 
connection to lucrative 
financial services customers. 

Tnmover for the six 
months to June 30 came to 
£8L7m (£33.6m}. 

James Hynes, chairman, 
said turnover for the first 
half of the year was greater 
than for the whole of 1997: 


Gross luoCt for the balf 
year rose almost threefold to 
asan. iriille the loss was 
£22 2m (£14'nn}. The loss per 
share was 27p (i^). 

The company, which 
builds high capacity fibre 
optic netwTsiB around finan- 
cial centres planning to raise 
the number of markets in 
which it (^xrates from 12 at 
the end of'this year to 26 by 
the end the century. 

It intends to raise the 
£800m through offerings of 
shares, convertible debt and 
debt, raisiog £80Qm in each 
category. The convertible 


and debt offering will be 
denominated in D-Marks. 

Paul Chisholm, Colt chief 
executive, said: ’’We believe 
the ahs and growth potential 
of the European telecoms 
market copied with contin- 
ued liberalisation provide 
considerable opportunity for 
fkutber espanstoD”. 

The price of the shares in 
the oOv will be set by book- 
building. Lead managers are 
Mcegan Stanley Dean Witter 
and Dresdner Elefaiwort Ben- 
son. Morgan Stanley and 
Kleinwort Benson Seciirities 
are Colt’s financial advisers. 


Telecoms alliance hangs in balance 

Alan Cane and James Blitz examine some of the problems that 
have beset the Cable and Wireless and Telecom Italia deal 


Standard ^ Chartered 

Standard Chartered PLC 

(IneerpoiBiad with Kinited Uabany in Engisnet) 

US $300,000,000 

Undated Primary Capital Floating Rate Notes 
(Series 4) 

(of which US $20(MKMM)0a has been 
Issued as the initial TVanehe) 

In accordance with (he piovisjbns of (he Notes, notice is 
hereby given that for (he six month period, (184 days), from 
14th July, 1998 to 14tfi January, 1999 the Notes will carry 
Interest al (he rate Of 5 JO per cent per armum. 

Interest payable on I4th January, 1999 wfll amount to 
US S301.56 par US $10,000 Note and US S3.015J6 per 
US $100,000 Note. 

West Merchant Bank Limited 
Agent Bank 


Standard ^Chartered 

Standard Chartered PLC 

('mcoipoiatBd wi(h Mied DabiBy In Eiiglan^ 

US$400,000,(X)0 

Undated Piimaiy Capital Floating Rate Notes 

In acoordance'with the provisions of the Notes, notice Is 
hereby given that lor the Interest Determination period from 
fWi July; 1998 (of4ih August, 1996 the Notes wB cany imetsst 
at the rate of 5.^5 per cent per arvwm. 

Interest accrued to 14th August, 1998 and payable on 
14 tti Jamary, ISM wM amount to US $5(X59 per US $10, (X)0 
Note and US $505$0 per US $100,000 Note. 

West Mmuliant Bank Limited 
Agent Bank 


T he alliance negotiated to 
reoord time last April by 
Dick Brown, Cable and 
Wireless chief executive, and 
Gian Mario Rossignolo. Tele- 
com Italia chairman, pussled 
and intrigued todustry ana- 
lysts and the two pertnos' 
comptottois alike. 

The deal was po rtr a y ed as 
a global allianoa capetble of 
carrying ITbn minutes of 
intematioxial traffic annu- 
ally and grring the two part- 
ners’ international custom- 
ers the benefits of both their 
networks. 

Yesterday, as the only 
finaTw-ini transactions which 
would have undetpfrised the 
deal foil apwt it seems good- 
will alone is now hniiting it 
together. And with Telecom 
Italia in the midst of fierce 
management battles whi^ 
have left Mr Rossignolo 
fighting alone to transfim 
the company, goodwill may 
not be enough. 

C&W yesterday said Tde- 
com Italia would not be bay-' 
ing CAWs 20 per cent inte'- 


est ln Bonygues Telecom, 
fire Ftench mobQe operation, 
and was unlikely to inveet 
small stakes In CAW West 
todies and C&W toe in the 
foreseeable fixture. 

From the lirsL the anianc** 
seemed iimitostan^ com- 
pared with existing partner- 
ships such as Global One, 
established by Deutsche 
Telekom, France Telecom 
and Sprint of the US, or 
AT&T's WorldRartneia alli- 
ance. 

No exchange of assets or 
equity were to take place. 
Tte deal was not exdusive. 
Telecom Italia continued to 
talk to AT&T ami to Uni- 
source, the alliance of 
smaller Euri^iean operators, 
even thou g^i a commitDsiBt 
to C&W should surely have 
ruled out sudi dalliancea. 

Ihe structure of the alli- 
ance was purposely 1^ 
vague but analysts tlK 

deal was grounded more in 
ot^Kutemism than industrial 
kdc. For C&W it the 

oppmtunrty to divest itself of 


tts Booygues Telecom stake, 
in line with its policy of 
redudng its interest in coan- 
panles where ft has no toflu- 
ence nor costnd. 

At the same time it would 
gain a foothold in malnTand 
Europe and an opening into 
the South American market 
where Telecom Italia is hop- 
ing to win a share of the 
potentially luenttive Brazil- 
ian market Telecom Italia’s 
invest seemed to centre on 
the global reach which the 
UK company could offer, 
particularly to the Asia-Pa- 
region. 

A senior Telecom Italia 
ssucutive confirmed yester- 
day that the group is intent 
on developiDg tts Brazilian 
strategy. ”We have a consid- 
erable presence in South 
America and the Brazilian 
telecomtonzucatzocs zziarket 
could potentially provide 
around half of all the conti- 
natfs subscrihera.” he 
we could win a stake in 
that deal, that would be of 
considerably more impor- 


tance to us.” 

Exactly how the two com- 
panies intend to proceed 
with their partnership is 
unclear. Their toternational 
networks are complemen- 
tary rather Qian competitive. 
Neither has great strength in 
North America, the source of 
most of the world’s business 
trafiic. G6W said yesterday 
the two compenies were dis- 
cussing “other ways of 
ajgirrachiag those markets”. 

Ihe question remains bow 
robust a partner Telecom 
Italia can be until it resoTvas 
Its internal (inflicts. Vito 
Gamberale, bead of its 
mobile phone subsidiary, 
Telecom Italia Btobile, who 
stood down as manag in g 
director of operations last 
month, is tlm latest in a 
series of senior eotecutives to 
have cfosbed with ifr 
signolo, who has made it 
dear be wants him to leave 
the comply. Last night, 
however, it was npRiagy jy 
Mr Gamberale would accept' 
a severance package. 
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Allied CarpelB 


Have we heard the mr$t 
from Allied Carpets? Manage- 
ment is adamant that no 

cash loBsee^wiS flow flmn the 

accounting irregulazities dis- 
covmed. Bat investors will te 
ooepcical until Anther infor- 
mation is revealed. It nay be 
that their wont fears ais 
coDfbonded. But it js sizn^ 
no that this trou- 

ble has arisen at a business 
already showing signs of 
strees; witness the recrat 
profit warning and a diare 
price that has underper- 
formed the sector by nearly 
80 per cent since flotation 
two years ago. Moreover, 
questions have to be asked about a company culture whose 
sales encourage ova: zealous salesman to break the 

rules. The oom^my’S dismal rating testifies to deep pessi- 
mimn Now investoTs have more, to wony about. .The road 
back to le^pectaUhty Ipcfos douxiting. 

Investment Trusts 

TTgars are inwwliag in the inrastzneDt trust sector, with 
Scottish National Trust the latest prey. It is due to be wound 
up at toe end of September anyway, so Aberdeen Pr^lnred 
TwwtffM*, a rival trust, has choeen an ideal time to pounce 
wlto a hoetile bid. Meanwhile. (Sartmore - which Tn a uaps 
SNT - pi*Tia to put fixrward its own proposal for a new 
"rollover” trust in an attenyit to keep the bulk of toe assets. 
gtirb aggression in what has traditionally been a cosy back- 
water is no bad thing . The more dhoiqe for investors, the 
- as kas as Qiey understand the difiierence between 
the two tovestEoent beasts. 

Both SNT and AbPref have geared capital structim 
Tncaning lovestois do dfopropoTtionat^ well when equities 
are rising particnlariy badly when they falL But 
AhPref 8 to rg fl ** are far puntduwx a portfolio yidd of &S per 
roughly double that of SNTs. Moreover, to achieve 
»hr>Ae returns, AbPref has an especially aggressive invest- 
TTiftr|t strategy. Wfl)f its portfolio is in the shares of similariy 
geared investniMit trnsts, pia«ng one layer of gearing on top 
of anotoer. The rest is in fixed-interest securities - some (rf 
which tend towards Junk bond status. 

to cu rrent wiaHtAt oondttioDS, *hig hl^ily-geared strategy 
has worked wonders. Total return for the year to June was 
108 per cent Not surprisingly, AbPref trades at a handsome 
premium to net aceg ts. But SNT investors tempted by 
AhPxtfs ofibr have to be unabashed bulls. 


Dialog highlights 
internet success 


By 

Heria HRnr 


Dialog Corporation, the 
on4iTC busines mfoimation 
group, attempted to prompt 
a re-rating;Of its shares yes- 
taday by enqpharising tbat' 
its revenues from internet 
access to its databases were 
growing raiMdly. 

Dialog said in a statement 
to the StOI±. ggrhanp* that 
its internet-based revenues 
had exceeded $S0m (£30m) 
during the first half eff 1996^ 
doubting Qm pro forma $24m 
of revenues in predecessor 
companies last year. 

The shares rose 4 per cent 
on the nefws. closing 6p up at 
iSSKp. However, they are 29 
per cent below toe 230p level 
at wUch Dialog placed 54m 
new abaxee foUowing its pur- 
chase of Kzught-Ridder toftar* 
mation for £26lm last Octo- 
ber. 

Dan Wagner. Dialog’s chief 
executive, said the company 
had issued the statement, to 


which it predicted internet-, 
based revenues of at least 
SlOOm by the year-end. 

Mr Wagner said some of 
the revenue was coming 
from Dialog customeis trans- 
foningfrom retrieving infor 
mation~istralght~ from its 
database to doing so 'ria the 
iotcnieL 

However, it was also gain- 
ing substantial new busi- 
ness. 

Investors bad not yet 
recognised that Dialog was 
gaining more revenue from 
the internet than Yahoo!, the 
search engme group that is 
now capitalised at about 
$8Alni. and its main source 
of revenue growth was the 
internet 

ABN Amro, broker to 
Dialog, has also released a 
research note suggesting 
that Muscat, a Cambriti^ 
based Information analysis 
group that it acquired for an 
implied valuation of £8m last 
August (xrald now be worth 
£30 hl 


BUSINESSES FOR SALE 


reneigi nmin dsk oMoenfli ntwn no. rono n mom m ^ 

&Nni atack. *Ahr slistino tar iaue. WCompadiwi tar 4K mertta. 


pFCOKE ■■■'" ' 

COHHMERCIALBANK OF GREECE 
ANNOUNCEMENT 

The Commercial Bank of Greece SA 
announces its intention to sell a majoifty 
interest (51%) in its subsidiary, the Ionian 
and Popular Bank of Greece S.A. To that 
end, interested parties are invited to 
submit offers on the basis of the 
procedure set forward by dedsons of the 
Board of Directors of the Athens Stock 
Exchange (A.S.E.) on 19.2.1998, 
19.3.1998 and 29.6.1998. Submission of 
bids denotes foil acx:eptance of all 
conditions and terms included in said 
procedure. All bids must be submitted to 
the Board of Directors of the Athens 
Stock Bcchange on 24.8.1998 between 
14.00 and 15.00 hrs. 

For further inquiries and for a package 
with relevant material on the Ionian and 
Popular Bank of Greece SA, including 
the full text of the tender, you should 
contact the Commercial Bank of Greece.. 
(Mr A. Stamatiadis, Head of Group 
g Activities Division, tel: 01-32.19.131, fax: 
S 01-32.11.748). 

u. 

O 

This announcemeri is a summary of the offiiclla/ 
f^9ussifortaiHi^pf^}Sshadki^<^icki!gaa^ 
of the AS£. on '13.7.1998 
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Europe rises on Japan hopes 


CURRENCIES & MONEY 
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By Martin nchSM 

Rnandai Edtor 

Traos<£uropGan equity 
wdices edged hi^er yeste^ 
day amid hopes that J^>az\is 
electoral upset will lead to 
accelerated economic reform 
in Tokyo and relief at the 
agreement of an IMF aid 
pack^ to Russia. 

The FTSE Eurotop lOO 
index closed at 2966 . 68 . up 
7.59 points, while the 
broader Eurotop 300 index 
finished iq> 3.67 at 1286 X 0 . 

The Ebloc 100 index, 
whid) tracks companies in 
countries joining European 

•We*--' 


monetary onion In the first 
wave, finished at 1089 X 0 , up 
5 . 36 . 

The equity markets 
decided that the resignation 
of Ryu taro Haahimrrto ^ the 
Japanese prime inlnista*, 
lowing heavy losses in Sun- 
day's upper house elections, 
would put extra pressore on 
his successor to kick-start 
the economy. 

However, Eurozone fivad 
income markets weakened 
as the Russian >»aTi agree- 
ment added fUither opti- 
mism on the world economy 
and demand for safe-haven 
bonds diTniniaViBri ^0 10 - 
year German government 
issue was quoted in late 
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trading at 100 X 7 , down 0 X 30 , 
to yield 4 . 702 . 

Among European equity 
sectors, the biggest gainer of 
the day was information 
tecbnid^. up 2 X 2 per cent, 
with SAP Pref jumidng Ecu 
16.8 to Ecu 561 . 10 . 

Water companies rose 1 X 1 
per cent, while tobacco was 
up 1 X 4 per cent and life 
insurance 1.41 per cent 

Notable fellers included 
aotomobUes, down L 13 per 
cent Volkswagen fell Ecu 1.7 
to Ecu 9 C 92 , YrtlUe TYaiiwlar 
Benz sliK>ed Ecu 1.7 to Ecu 
8 R 65 . 

In a note on sector valua- 
tions, ABN-Amro*s Eunqiean 
team noted that "growth’' 


pharmaceuticals companies 
had been among the weakest 
second-quarter performers, 
due to slipping. earningB esti- 
twwtfta, notably amoug Swiss 

idnchg. 

That contrasted sharply 
with defensive telecoms 
stodks, which had enjoyed a 
sharp rise in ratings over the 
past two months. 

In terms ci trailing p/e's, 
the two sechHS were now on 
almost identical relatives, 
and many investors mi^t 
find it tempting to switch 
back from telecoms to drugs. 
A re-rating of food producers 
bad put them on a p/e pre- 
mium to fbod retailers for 
the first time. 
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W/jat will happen to FX markets 
over the conversion weekend?" 
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‘Safe haven’ sentiment turns sour 


GCWEBM iym BONDS 

^ JeiwvGrut 
and John Labata 

Prices took a tumble 
yesterday as the Zntema- 
tional Monetary Fund and 
Russia agreed on a financing 
package and investors 
reacted less negatively than 
expected to the departure of 
Japanese prime minister 
Ryutaro Hashhnoto. 

Bonds rose initially on 
developments in Japan bat 
"safe haven” buying senti- 
ment quickly turned sour as 
news of the Russian financ- 
^ deal came through and 
investors digested the shift- 
ing pcditkal sands in Tokyo. 

The benchmark 30-y^r US 
Treasury fell more thaw a 
fun point on the day, knock- 
ii% European prices lower. 
In Germany, bund futures 
fen to their lowest in nearly 
two weeks. 

Investors also reacted neg- 
a&^ to a rise In the yen 
against the dollar, which hit 


Y144.50 in Tokyo trading. 
Ckmunents by Robert Rubin, 
US Treasury secretary, ttiat 
US dollar policy remained 
unchanged and was fbcased 
on yen weakness sent the 
dollar down in eariy trading: 

Investors interpreted the 
departure of Mr Hasbimoto 
as oCferi^ greater hcyie for 
reform than if the ruling 
1J)P had remained in power. 

However, analysts said 
that while the recent bnH 
run had apparently peaked, 
it was too early to conclude 
that there was no life left in 
the market. 

“1 would not necessarily 
say this is the end bat it 
does send some warning sig- 
nals and it does focus atten- 
tion very much on the 
domestic [economicl situa- 
tion. In Europe, things are 
looking good, but in the US 
you still have inOation risk,” 
said Graham McDevitt, at 
Paribas. 

Me said the biggest 
rretraint on bond marisets 
this week would be oversup- 


Italian bank 
issues in euros 


1 NTCR NAT 10 NAL BONDS 
^Edward Lues 

Tbe eurobond markets took 
on a summer holiday atmo- 
sphere yesterday, with just a 
few small oSieri^ to keep 
investors alert 
Apart from one or two 
lai^ D-Mark offering 
expected in the next few 
da^ the only notable bonds 
In the issuance pipeline 
include an issue denomi- 
nated In euros from Cyprus, 
a 10-year $lbn offering from 
Spain and a llbn eight-year 
global from PrudentiaL 
“There is still plenty of 
scope for borrowers to come 
to the market, but activity 


WORLD BONO PRICES 


seems to be winding down 
for the summer,” said one 
syn dicate head. 

INTERBANCA, an I talian 
hank that is AiRy owned by 
Banco Antoniana Popolare 
Veseta, the co-operative 
bank, made its debut in the 
international bond markets 
with an E200m offering. 

The bond, which came at 
an all-in cost to the borrower 
of 24.5 basis points over 
Libor, was described as a 
strat^ic offering by an offi- 
cial at ABN Amro, Joint lead 
manager with Paribas. 

“Interbanca paid more 
t hen what It would have 
paid in the Italian domestic 
market to attract a new 
investor base," said the 


ply due to Russia's refinanc- 
ing needs. Moscow said yes- 
terday it planned to halt 
Issues of government securi- 
ties with a tenor of less than 
one year and r^Iace them 
with seven-year to SO-year 
riftiiar enrobonds. 

US TREASURY prices 
plunged in early trading. 
early afternoon the 80-year 
bond had lost N to 106 £, 

sending the yield up to 5.678 
percent 

Shorter-term issues also 
felL The 10-year note lost R 
to yielding 5.4S8 per 
cent and the two-year note 
feU ^ to 99%. yielding 5443 
per cent 

News of the IMF package 
for Russian triggered a 
"flight from quality” out of 
l^wansles, according to Pat- 
rick Dimlck, Treasury ana- 
lyst at UBS Securities. "Sen- 
timent indicators suggest 
that bonds were severely 
overbought,” he said. 

Retail sales and trade fig- 
ures due this week may have 
little impact on the current 


INTERNATIONAL CA PITAL MARKETS 

GaJlaher 
expected 
with debut 
eurobond 


tone of the maAet, iriiich 
txmtlnure te traife mainly on 
cuireiicy conoerns and intg- 
national events. 

“There’s loads of top tier 
data this 

weak, but I dost think It 
win change the big picture,” 
Mr Dhxdck said. 

Rumours that Asian ceo- 
tral banks had been in the 
market selling Treasuries 
added to the negative tone 
for bond prices. 

GERMAN BUNDS were 
mixed in the morning ses- 
rion hot ended lower, follow- 
ing weakness in the US Trea- 
sury market. 

"The early reaction to 
overnight news from Japan 
was limited,” said Andy 
Sevan, senior international 
economist at Goldman 
Sachs. "Not until the US 
opening - when there was a 
in Tteasuries - did It 
spin over 'to the European 
markets." 

The September 10-year 
bund future settled down 
0.16 points at 108B5 in hrfty 


volume of 49ZJ)00 arntraets 
traded in Frankfurt. 

UK GILTS closed towg in 
sympathy with US lYea- 
suries and were also dented 
by the Rnsslan financing 
P fff»^ rg g ift The Soptamber 10- 
year gilt ftxtiire settled 026 
points lower at 10825 In wd- 
ume of 43JX)0 contracts. 

m the cash market, the 
spread between gilt and 
bund yields naiTOwed one 
basis point to USX points. 

However, analyste said UK 
gtitj this week would be 
focnsmg more on domestic 
economic data, principaUy 
the British Retail Consor- 
tium’s June sales monitor 
and o£Edal retail inflation 
data, both out this momizig, 
and average earnings data 
tomorrow. 

*T think it will be Ihe earn- 
ings numbers that people 
will be watching most 
closely, because that’s what 
the Bank [of England] 
appears to be watching," 
said Jonathan Loynes, DK 
eaxusnist at HSBC 


New mternatfonaf bond issues 
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banker. The borrower has an 
implied rating of BBB+. 

Id CO-ORDINATION 
CENTRE, one of the three 
funding arms of the &itlsh 
chemicals company, made 


its first visit to the bond 
markets fix' some time with 
a S200m floath^-rate note 
offering. 

The bond, whldi came at 
an all-in cost of 1R5 basis 


points over Libor, follows 
a nnmber of private place- 
ments by Id cmder its medl- 
om-term notes programme. 
The deal was Irad-managed 
by Deutsche Bank. 


Gallaher .(^oup, the UK’s 
largest mazm&ctnrer df dga- 

rettes, is to laoneh 

a DBffiOOm eurobond tomor^ 
row, the fourth tobacco com- 
pany to tsg7 the capital mar- 
kets in as many weeks. 

The 10 -year fesue will be 
jointly 1^ by HSBC ITln- 
kaos and Oddxoan Sachs 
and is to be priced 

to yi^ 120 basis pconts over 
the benehmaik bund. 

Gallaherh foray into the 
captal marisets Toodascores 
how investors are warming 
to tobacra companies as 
they grow more confident 
about anti-litigsddoa battles 
in the US, bazikers say* 

Last week, Rothmans 
came to the market with a 
DM5 00m issue, following 
Mtisb American Tobacco 
and niiUp Morris late last 
month, whose issues were 
bi^ inDJdaiks. 

German investors in par- 
ticular appear to be less con- 
cerned about closure to 
tobacco companies given 
Germany’s more liberal 
tobacco advertising regime, 
nna banker 

Another factor has been 
the search, especially in Ger- 
many, for high-yielding 
paper as government bond 
yields fell as part of conver- 
geaice in Europe. 

Bankers say given their 
credit ratings, tobacco 
groups are less risky than 
emerging market debt. 

"Mksy investors across 
BoKgie want to achieve addi- 
tinnrf exposure at the lower 
end of the credit qiectrum. 
Each of the tobacco oampa- 
Hies provides enhanced yi^ 
rdlattve to borrowers in the 
same category.” said Brian 
Lawson, at ABN Amro. 

Gallaher’s issue will be 
rated Baa2 by Moody’s and 
by Standard & Poor’s. 


NE WS DIGEST ; 

ElECTR OHIC TBADWS - 

CBOT joint venture to 
launch Treasuries system 

Qiic^ Board Brokerage, thB jofrrt veimvs set up iqr ihe 
Chicago Board of Trade and Prrixx) Yamane, said yesterday 
it piamed to go ahead with its lavich of an electron ic tradhg 

system for US Tressury seeurftfes^ after Ctentcr Fitzgerafcit 
US tNoker^dealer, feHed to g^a pretInAw 
would have hatted the venture. 

era srid of the qwtam would start immediate and 
the formal iauiich would be on July 31. ft said tt had nkte 
ing customers at present, and esq^cted about 44 screens to 
be utilised at the outset The Chicago Board of Trade is the 

largest ofttwftiturmmarfielski the US, whfe Preban 

Yamarw b a leading broirar te the evw-the*counter market 
However, both CBB and Cantor took heart bom the ruAig 
by judge Myrm Steefe. s 7 iha Delaware Chancery court and 
cantor srid it sOI Mended to pursue a permwiant faiunetion. 
The bsue centres on the use by CB 8 of software provided by 
Markri Data Coiporation, a company conboHed tv Irts Can- 
tor, widow of one or Cantor’s found^ and Rod Rsfier, 
anottier Cwitor partner. Cantor has aigued that the provision ' 
of the softwara to a rival breached its partnership agreement , 
to derqdrig foe reeprari for a preOrnnaiy irtjunebon, the court 
found Cantor would not suffer irreparaUe damage if 
went riiead. That was "most graUfytog*sridCBa”The Court ' 
of Chancery’s opinion ... affinned the value of foe Market- 
Power sysfm, finding that 'Hie pubfle has an Interest to . 

tradng and to foe iritroducOon of innovative efli- < 


EuroCanada products from CME i; 

The Chicago M^carrtle Exchange today launches futures and ^ 
options oontraeb on EuroCanada toterest rates. The con- 
tracts, snriiar to the ^E’s benchmark Eurodollar products, J 
are designed to help institutions and tovestors with Canadian ^ 
interest rate exposure to menage foeir risk. Pmd Gofman ’ M’ 


BENCHMARK GOVBWMEMT BONDS 


itaa Bd BH wkwa 

QSa Oeam ftiw rwM iSM rUM 

MDD 7jm nU8933 &S* WUB «<IO0 

laW IILDIIS T3ZJ«3a B.4B -tiuw -tap 

DM> 7J» 101540 IBS -kUS -<102 

fam isa 105.7200 m -riijw -riUB 

P1AD -UDO 9000V 40 teoi -tO.03 

asm oaso moDO *ja <4ub 40 M 

nno 4JSQ HL5400 Lie -001 '-ooi 

BlW 7.250 mgBO L29 -mO -ittOZ 

i2»9 Looo lazjaoo 4js -Mun -mub 

tVOl 7J0D 11LHW 40 *<101 tttW 

n/o luno 1014095 i» 400 ■»ooi 

woo 72S0 11SJ0I0 4.70 ->055 4001 

IMB 4000 10OJ0000 IB 4004 4002 

IMH 0750 I1UBOO 440 40.03 4002 

IM7 San IOL2BOO 4J8 4005 4004 

inas OOQD lOBOHD SB 4005 4005 


UDQ 1020200 

BBQ laoiooo 
0750 1111100 
7350 12 S 2000 
0400 10 O 7 SD 0 
4300 1101900 
1000 1103000 

mo iiuiDO 
7.500 104309 
S. 7 SQ 1073320 
B 3 D 0 003729 
0000 1103335 

LflOO lOtJOOO 
0750 IflOlflOO 
0900 lasjm 
OBS 1 I 1460 D 
7.400 1002000 
7 JB IIOBDO 
rlion T 010400 
8JMB mwifl 

S 300 1013000 
4500 lOUOOD 


4001 -ooe 

4001 -OB 
40D 

4003 .003 

- 4004 

4003 40 B 

4004 4010 

4004 4000 

4010 4010 

4004 4003 

4003 ' -001 

-001 -004 

4004 4002 

4003 -000 

4005 -OB 

4004 40 B 

4003 4 OB 

4001 4004 

-OB 

4 PB 4001 
40or 4021 

4011 4020 


BOND RFIDRES AND OPTIDNS 
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The yen fell sharply 
yesterday after the resicna- 
turn of Ryutaro HashUnoto 
the Japanese prime minister! 

it soon rebounded as the 
bcsliof spread that Mr Hashi- 
moto’s departure could has* 
ten economic reform. 

•Tile initial reaction to the 
news was to buy the dollar 
and sell the yen." said Paul 
Chertkow at Bank of Tokyo- 
Mitsubishi. “But on reflec- 
tion the markets have 
become much more ambigu- 
ous about how this will 
affoct the policies needed to 
deal with Japan’s economic 
pndileins.” 

After hitting Y144.28 
a g ains t the dollar in early 
trading in Tokyo, the yen 
ended the European trading 
day at YI40.9. marginally 
stronger than on Friday, 

Meanwhile, the D*Mark 
rose against the dollar on 
news of a $22.6bn IMF-led 


Package for Russia, which 
has substantial haniring rela- 
tions with Genoany. 

Intemationa] policy-mak- 
ers hope the developments 
in Tokyo and Moscow will 
reduce the pressure' on 
emerging market and com- 
modity-based currencies 
throughout the world. The 
problmns of the yen «t> H . to a 
lesser extent, the rouble 
have inereasln^y bett seen 
as weatbervanes for emerg- 
ing market risk. The curren- 
cies’ tolls proceeded in tan- 
dem with a decline in 
demand for commodities. 

But while there is a gen- 
eral ^ef that the IMF pack- 
sge is eoou^ to stave off 
the immediate risk of a Rus- 
sian devaluation, there is tor 
less consensus over the 
yen’s prospects as Japan 
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hunts tor a new prime minis- 
ter. 

■ The maricets agreed about 
the importance of Ikfr Ha^- 
moto’s reagnation and the 
disastrous showing for his 
Liberal Democratic party in 
elections to the country's 
upper house. 

But whether the news was 
deemed good or bad 
depmided in part on jn^- 
menls about Mr Hashimoto 

htmgglf 

TO part of the maiket, he 
was damaged goods, nneo' 
thusiastic about the tax cuts 
investors clamoured for and 
unavoidably identified with 
a disastrous stab at greater 
fiscal responaiblUty last 
year, ‘niis view interprets 
the result of the elections as 
a wanting shot to the LDP to 
speed up efforts at funda- 
mental economic reform. It 
also focuses on indications 
that h«mWT>g anri taiT initia- 
tives are continuing, despite 
the vacuum at the centre of 
govenunent 
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To others, Mr Mashimoto's 
reggnation nmoves a prime 
minister who had bMome 
increasing r ece p tive to the 
idea of bank reform and a 
fiscal stlmultm package. 
According to ibis view the 
initiative for reforms can 
only slow down as a conse- 
quence of his going. 

"This election result 
reduces the infiuence of US 
pblicy on Japan and un(le^ 


mines the previous policy of 
defending the yen." said Avi- 
naab Persaud at JP Morgan 
In London. "It has got to be 
bad for tbe yen. Ihe percep- 
tion that we would have a 
revitalised LDP backing 
Washington-backed reforms 
has gone out of the window.” 

■ Tbe news from Russia 
helped the D-Mark rise to 
DM1.8D4 against the dollar 
by the end of the London 
day, up a pfennig and a hnif 
OB Friday. 

Tbe D-Mark also rose 
against sterling, which lost 
half a pfennig to end the day 
at DM2.962. 

The IMF-led package 
should enable the Rnssian 
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government to see its waj’ 
through its obligations in 
the term. Id return. 

Russia has promised to cut 
its budget deficit and reform 
its tax system. 

The Russian government 
will also convert domestic 
debt into doUar-deaomlnated 
bonds, in an attempt to 
bring down interest rates, 
which have hurt the econ- 
omy and Increased the gov- 
ernment’s cost of bamnring. 

"The IMF package has got 
rid of tbe risk of dwaluation 
for a considerable period ot 
time. allawB Russia to 
do some finandal restructur- 
ing,” said Tony Norfield at 
ABN-Amro m London "it is 
something that has taken 
away a considerable amount 
of emer^x^-market risk.” 

The rouble ttselt, which Is 
very illiquid, remained 
steady at abont R&23 against 
the dollar. But September 
future contracts shifted from 
R7.10 on Friday to R6.80 mid- 
way throat trading yester- 
day. a 4.5 per cent rise. 
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Deregulation 
boosts US 
dairy prices 


By Mdd TaB ni CMeago 

Anyone seeking a star 
product on tiie US commod' 
markets should look no 
Auther than butter. Deregu- 
lation of the US dairy sector, 
it seems. Is set to hit con- 
sumers' wallets - even if 
dairy producm, such as but- 
ter and ice-cream, still add to 
their waistlines. 

Id sharp contrast to the 
sagging prices of grains and 
many of the meat products 
that dominate US agricul- 
tural markets, butter has 
soared to recmd highs. 

The cash price, established 
weekly at the Chicago Me^ 
cantile Ehcchange. stood at 
about gl.12 cents a pound at 
the of the year; by 

the end of last week, it was 
$L96 cents. 

That is almost double the 
level of a year ago, when 
butter was trading at about 
gli)7 emits a pou^. Buttm- 
futures fbr the September 
contract, meanwhile, are 
trading at about ti.86 a 
pound. 

Already, the impact of this 
price rise is being Celt in the 
aisles of the nation’s stqier- 
markets. 

Most ice-cream manufac- 
turers and butter siqqiliers 
increased their wholesale 
prices in late June or eariy 
July, and some of that has 


been passed on at the retail 
level 

Analysts have even scaled 
back profit estimates for 
some weU-known dairy prod- 
ucts oonqanies, such as Ben 
& Jerry's, the Venzumt-bs^ 
icecream maker. 

Reasons for the spurt in 
butter prices are various. 
Economists and producers 
are Inclined to point tbs fin- 
ger first at deregulation of 
the da^ sector. 

TTaditionaUy, dairy farm- 
ers have been among the 
most protected in the agri- 
cultural sector but in recent 
years the importance of 
price supports has been 
dwindling, and now the 1996 
Freedom to Farm Act 
requires all dairy price stq>- 
ports to be phased out by 
2000. 

As a result, the buffer that 
used to exist because of the 
government's stockpiles of 
didiy products, which could 
be released on to the market 
in times of shortage, no lon- 
ger exists. 

"Within the Industry, 
we’re seeing more price vola- 
tility than we're used to - 
and the consumer will see 
that, too,” says the Dairy 
FUnners oi America oo-oper- 
ative which, with 22.000 
members, is one of the 
nation’s largest 
Land OXakes. the Min- 



ta shwp eoi Urasi to prices at grs 

nesota-based dairy proces- 
sor. agrees. Butter, it says, 
"is now a market-driven 
product, and much more 
subject to market demand". 

However, if deregulatian 
now permits supply and 
demand throes to be trans- 
lated into market price 
movements, the foct remains 
that underlying trends are 
fitvourabla 

Part of the reason is a 
shift in consumer buying 
patterns that has seen 
demand for dairy produeta 
rise again, as customers 
either shnig off h^th- 
related concerns or reason 
that such products, in mod- 
eiatioa are not hannfuL 

Supply, meanwhile, may 
have been curtailed by a 
shorter-term switch to 
cheese-manufacturing by 
some dairy processors. 

A recent hurst of hot 


iandmaatpro<fefct8lnilMllS,tNittorlsatraeeftfMgha . CortSs 


weather in the US also 
means demand ftrom 
ice-cream compaiUes has 
increased wbmi milk produo- 
tiou, and its birtter-M con- 
tent, is low. 

Fanners in Califimia, a 
significattt i^nducer of 
were affected by eaii^ rain 
storma, vriiile the heat has 
affected cows in various 
southern states. 

Ironically, milk producers 
have not yet seen much 
Ingmct but ♦i'* DFA 
this reflects the role govem- 
ment pric e - s e tti ng still 
in this market, and predicts 
that the uptick will begin to 
show in a few we^ time. 
"It is going to feed tiuuo^ 
next month - it's just a 
lagged effect,” It says. 

Bow long current butter 
prices will lent is a moot 
pmnt Some companies, such 
as tjinA OTekes, thfait the 


phenomenon will be rela- 
tively sbort-tenn. 

For a start, some of the 
seasonal demand win proba- 
bly ebb away as the summer 
Mnk production win 
probably inerease as ti>a hot 
weather wanes and rising 
prices of d^ry products on 
supermarket shelves could 
help to lessen consumer 
demand. 

Another possible ><aywpM‘ 
on the market is the 
availability of imported 
supplies. 

The latest report ftom US 
Department of Agriculture, 
issued last Friday, suggested 
additional volumes of butter 
were "Qa the water” headed 
for the VS 6o m places snzdi 
as eastern Bnrope. That, 
notes processor, wmwng 
they will probably arrive 
just as prices are dedining 
anyway- 


Base ykaGs- remained weak 
on the London Metal 
Fiichangy JBckd fondled a 
fresh low, while 

fbieemi9ti& cevper- hntiaDy 
nodgel a 12-year lOT. 

HOwevier, eqppier late* rose 
to dose at$l^ a 

tonne, boosted by invest- 
ment fond baying, ftself 
sfimnlated by news fiiat sev- 
eral of CfainSL’a coppor pro- 
dneers had agreed to reduce 
output by 90,000 tcanes tbis 
year from tiie original target 
of TSOhOO toniMw. 

TTie decision -to out pro- 
duction was taken at the 
wedzend by the recently 
formed Co-omi mating Com- 
mittee of ttaH^bnous Mbt- 
als, by China's six 

higgest prodnears, irtiid) ced- 
lectively account fbr 75 per 
cent of ttto c u nn try ' B output. 

The move is an effort to 
prevent fintiicr price slides; 
lest Friday tfaree^acotii cop- 
per futuies on China’s 
metal exchange fdl 
14 par ceat. 

Other traded qul- 

affy, witii stae moving #10 
hi^er to $1,050 a tonne, 
while finiahitri $10 

lower aft $4J60 a tonoe, and 

al mwtiiimw anricifl g24 

at a tixme: 

Crude oil prices lemamed 
in the doMrums as a new 
report suggested that oufrnit 
from the Organisation of 
petroleum Exporting Coun- 


tries rose in June, hi qute cf 

a new agreOBieot to cut pro- 
duction. 

..The bellwether ;Brent 
Blend contract tor August' 
riaiivgry vBSBqnotad-atlMLai 

a banwl in late treding on 
London's international 
Fetroleam Exchange, 19 fiM 

cents from Fridayh elos& 
The tfiddle East Economie 

Survey reported that Opec 
mrip nt in JOne was up SifiOO 
bairels a day to 2&2Smb/d. 
with IraiuaD production 
especiaDy bno^nt, ' at an 
estimated 3.Kha b/d, up 
280,(iOOb/dQaBtoy. 

That is more fban SOOJxn 
barrels a day above the tevd 
it promised to adhere to 
when Opec agreed on its 
most recmit cuts at tbs end 
of June. 

The size of the reported 
franian increase depressed 
maricets, wito the Brent con- 
tract feuing at one pmnt to 
$12.60 before recovmlng in 
later trading. 

On the London laterna- 
tional Financial Futures 
Exchange, both coffee and 
cocoa hurt a day of thin trad- 
ing, with fBtrtan vohzcnee and 
KTwrtt buying interest 
September coffee sank to 
$1,543 a tonne by the (dose, 
down $1$, with just 2,756 lots 
ffhawg m g hands. 

September coeoe ended £8 
lower at £1,078 a tonne, as 
the market absorbed tbe 
news toat ^ocy Coast is on 
target to achieve its third 
succe ssi ve bumpm* crop, of 
at least Urn tonnes. In the 
190609 season. 


Asian economic weakness hits demand for steel 


ByGaiyHtead 

Continuing weakness in 
Asian economies has 
taniisbed presets for a 
number of commodities, 
especially metals. The latest 
to join the list is steel, 
demand for which is expec- 
ted to fall 0.7 per cent this 
year and to grow by only 2.6 


per cent in 1999, following 
growth in 1997 of S pv cent 
Steel demand In Asia is 
likely to fall by 4 per cent 
tbis year according to invest- 
ment tMink Goldman 
With Aslan prices "much 
lower than those In other 
regioas” the global market is 
now £adag "too much steel 
searching for a home”. 


As with other commodl- 
tlee, it is too early to tell if 
the worst is yet over. Contin- 
oed weakness of the Japa- 
nese yen and a nxiet y over 
tbe medium-tenn stability of 
the fshiTiwi renminbi (China 
la the world’s biggest con- 
somer of steel after the US) 
is undenoining confidence 
in the market and could 


force further downward 
price revislana 

Goldman Sachs expects 
global steel production to 
fall slightly in 1998 - whb 
dedines in eastern Europe, 
Japan and Asia generally > 
but to Increase in 1S99. 

In South Korea, the 
world's second-largest pro- 
ducer and one of thp Aslan 


region’s worst-hit ecamnnles, 
domestic demand fat Steel is 
likely to shrink by 30 per 
cent this year. 

There are however some 
contradictions in the mar- 
ket. Demand in tbe US is 
currently "higher thtm at 
any tima during the past 30 
yeanr.* and was 7.7 per cent 
higher in the first four 


iwontba Of 199S than fbr the 
same period last year. 

lovesitortos to the US are 
relaftivdy low, and while 
cheaper Aston izQparis have 
incremed. th^ have done so 
at a slowff -than micfiit 
be expected, given toe Aslan 
ecommiic Slowdown. 

Despite these factors, 
prices in tbe US have 


"peaked and will decline 
during toe wwvnd half of tile 
year”, aa already planned 

t»«p»n<rinn - ariritng 

to the current estimated 
global capacity of 630m 
tnmiwt • begins to ynaica Its 
impact, and the market 
moves into seasonally 
weakar ripmanri later is riv* 
year. 


tiffldia ba$i.mioyed .to contrsi 
runaway- joicieB <of cocbmit 
(dl by lowering toe impart 
duty aa zuost edIMe ofb to 
15 pw cent and aritoig toe 
state trading cmpcntfioii to 
{Import 250,000 toniw tf 
pwhti oti (tcan Malaysia and 
fndfMiffftjp 

Prices of groundnut oil, 
tlm mort popular cooking on 
in India, have jumped about 
46 per cent to .BsSl' ^L2(9 a 
kg since Jlanuary. Simple^ 
'mentary oils, such as rqie- . 
seed, soyabean and pabn oS, 0' 
have rise by 30 per ceid to 45 
per cent. 

AccoFdtog to the Central 
Organisation of Oil Industry 
Trade, tbe ttoe is tbe reanlt 
of a sbortEall in siqiphes, and 
a further rise is possible to 
September, when the festival 
season creates extra dmnand 
IbroDs. 

The Indian oil seeds crap 
in 19917-98 (October to Sep- 
tember is down 2 pto csrt to 
24.48m tonnes compared 
with the year earlier. Domes- 
tic demand will rise. 360,000 
tonnes to 9LS6m tonnes this 
year, while domestic supidy 
will remain at last year’s 
7.7m tonnes. j. 

The Eastern India Oils W ' | 
Industry and T^de Associa- 
tion said prices could have 
been controlled by ea^er 
imports. 

In tbe first months of 
the cnirent oil year, India 
Imported only TdOJXfO tonnes 
of vegetable oils - nearly 30 
per cent less than in the 
same period of I99fr97. India 
imported 1.7m tonnes last 
year. This year, imports will 
be about lAm tonnes, offi- 
cials said. 

"In gptte of the inadequate 
domestic supply and the 
expected rise in world prices, 
Indian tradoTs Were slow to 
make import contracts as 
they believed the govern- ^ , 
meat would reduce tbe cus- P ' 
toms duty." said BIOITA. 
"Thegovermnent is to blame 
for the Eall in (dl imports.” 
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1 Geneticist who, mayb^ led i Planet witii hard and sofi 
mea(6) 1and(5) 

4 AiCbdeeood leads diamninrig g Book on egriates? (7) 
in Antonkfs plaro ($) 8 Bwng mysterlons, note, Tm 

8 Maitia has a wicked tongue acting stnri^ily (9) 

^ fO s Awkward hch on mdnt of 

$ Rewntten diorale in dlux^ {rinctiOe ^ 

$ Territories, in the main. 
11 New place no^ be <»ol one defames wittout bed- 

tation (7) 

15 Divine strut in urtilcfa to 7 Strange ancestors miaeing 

set qp bCKDe (4) nothiz^ about png*» old 

13 Property oat east bas last peo(^ (jf) 

octant (5) 10 Irritation in chest is 

14 Swimmer in Raphael’s nncoaEortable 19) 

weak (4,^ 13 Hanbas smrounding our 

16 Statesman in a cream rig Queen, they provide too 

oat (Ej) tectioD (S) 

18 Ikxiilite scaxSi to be indeli- is Figure in c» nfiiff iQ n after 
— ff*? , break, we hear (9) 

$0 nmjuice is not an option 17 Royal deeds rule out sec- 
(4) o^helptags (7) 

21 Truants are unruly in is Order soldlrt# to ciiDh 
IfcDonald's, say QO) mountains (7) 

23 Awful chore is b^imd tbe 2l Old city rejected revolu- 

call of duty (7) titomry gathering (5) 

24 Suffer disturbing noise 22 Get Section out (tf the 

after a recordiog’s ctaiqde- way, ifa (S) 

tio&<7) 

25 Relative m the left has lost . 
homeCS) 

26 Sti^findiS) 

Sohitiim to Saturday's prixe ]m^e aa Saturday July 25. 
Solution to yesterday's piiie posde <m Monday July 27> 
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Footsie regains lost ground after 


LONDON STOCK EXCHANGE 

slow start 


2900. 
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By PhiRp Gogm 

HmCRS MnOr 


A favourable intematioiial 

bacbSTOund allowed the Lon- 
don stodc market to regain 
some of tbe ground lost on 
Friday, as domestic news 
tocdc a back seat to events in 
Japan and Russia. 

The resignation of the Jap- 
anese prime minister, while 
treated with some cantion in 
Asia, prompted widespread 
relief in Europe, on the 
assumption that a new gov- 
eixunent would be more com- 
mitted to reform. Several 


continental bouzses reached 
new h4lhs. 

The FTSE 100 index 
slipped slightly in early trad- 
ing, a low of 5,926.4, 

down 3.3. But it quickly 
joined in the European rally, 
reaching the day’s hl^ of 
5,972.6, up 42.9. around 
lunchtime and ending 28.5 
points hi^ier at 5,958.2. 

TTie blue chips Jed the 
way. The FTSE 250 index 
ipgnagail a more modest 9.2 
increase to 5.638 but the 
; ^fnaiirap indcx again weak- 
ened, telling 2.3 to 2,576.6. 

Gilts lost about a third of a 
point as the concIusiOD of a 
deal between the Interna- 


tional Monetary Fund and 
Russia reduced investors* 
desire for “safe haven" 
bonds and increased their 
enthusiasm fbr equities. 

The equity high- 

light was the debut of Coca- 
Cola Beverages, which 
moved to a healthy premium 
and was responsible for 
more than a quarter of tbe 
day’s volume. 

Total turnover was 766.3m 
shares by the Spm count, of 
which 64 per cant was in 
non-FCotsie stocks. A gSitdi 
on Topic distorted tiie clos- 
ing ^pin figure. 

Ihe latest M^rtn Lynch/ 
Gallup survey of UK fund 


managers found that they 
iacn tnised more pessimis- 
tic about the domestic equity 
market, with sellets cutnum- 
boing buyers by ll pocen^ 
i^e points. They remain 
heavy buyers of with 
buyers predominating by 26 
p^ts. 

However, the recent bear- 
ish tone in the market has 
not dismayed tbe more bull- 
ish analysts. The strategy 
team at Credit Suisse First 
Boston has cut its top-down 
Barning s forecast from 7 par 
cent to 4 per cent Ibr 1998. 
But CSFB is retaining Its 
year-end Footsie ibtecast of 

6,60a 


**The year of strongest 
earnings growth for the 
equity earnings growth In 
tile 19905 turn^ out to be 
tbe year of tbe worst peifor 

manrtt - 1994,” the izivest 

meot bank points ouL 
“Second, tbe correlation 
bet w een movemexite 

in equity yields and bond 
yields has remained close to 
70 per cent throm^ the 
1990s. Our low bond yi^ 
can still point to upside for 
the equity market without 
extending tbe valuation 
arithm^e too far.” 

Another groiq) to take an 
optimistic view Is Lehman 
Brotlmrs, whidi is retaining 


its 6,400 yearend target and 
hhs pencilled in 63X) for 
mid-1999. 

“We think short rates have 
now peeked,” says Ian Scott, 
the UE atreiegist, adding 
that "there is already a 
nifliawt degree of protection 
bniU into valnatiODS. On the 
bH ff s of our ftSTwing s yield 
gap model, the market is 
around IS per ce nt below fair 
value (given uncibuiged 
bond yields and no change to 
cnrrmit consensus earnings 
estimates). Put it another 
way, the mai^ is discount- 
Ing a 15 per cent reduction 
in forward earnings esti- 
mates.” 
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Broker 
boost for 
banks 

~ 

By Mec Jam »d Joel Kbazo 


Banlr stOCkS StOOd OUt U1 a 

buoyant market as Investors 
took a view ahead of a 
reporting season that is 
expected to pinpoint tbe 
state of UK pic. 

Over tbe tbree weeks. 
12 big Footsie companies 
will publish their results. 
Predominant are the big 
high street lenders and mort- 
gage banks. Their figures, 
says BT Alex Brown, “will 
hi ghlig ht the near-term resil- 
ience of the bank sector’s 
core franchise, but are 
unlikely to reverse tbe 
underpE^onnance of tbe last 

six months”. 

In essence, brokers are 
pQsltioDliig themselves for a 

downturn. Credit Lyonnais, 
for example, likes the mort- 
gage lenders and says they 
will be less vulnerable to 
increased bad debt provi- 
sions than the hi^ street 
lenders. 

Anianoe & Leicester, also 
supported by speculation 
that it is keen to tie the knot 
with Woolwlcb, was the best 

Footsie perfonner with a rise 
of Sl% to 84SVip. Woolwich 
was also veiy strong, gain- 
ing 11 to 331p. 

Abbey National gained 27 
to £10.77 as Lyonnais 
tncraased its recommenda- 


tion from “hold" to “buy", 
emphasising tbe bank's sta- 
ble earnings and potential 
tor returning cash to share- 
holders. 

Coca-Cola Beverages 
fizzed to a taealtby premium 
as the new bottler tor east- 
ern and central Europe made 
its market debut yesterday. 

About 13 per cent of tbe 
company's equity was made 
available to the market at 
I60p and dealers reported 
brisk eariy trade as institu- 
tions moved to make up 
their wei^tings in the new 
FTSE 2S0 constituent 

The shares hit a peak of 
around 190p minutes after 
tbe start of trading, before 


FT 30 INDEX 


easing to end the day at 
I69p. Turnover of 210m made 
it by £ar tbe busiest stock 
and it accounted for more 
than a third of tbe day's 
total volume of 766m. 

SBC Wartnng Dillon Read 
and Credit Suisse First Bos- 
ton were joint lad managers 
to the issue. 

Fears that tbe stock had 
been overpriced were ban- 
ished by yesterday's spar- 
kling debnt. 

Analyst Sally Jones, at 
Credit Lyonnais Seenrities, 
said: “It is no secret that 
there were some concerns 
about the high twice of this 
issue but in the end people 
decided to take a chance on 




Jd 13 

M 10 


Jd 0 

JH 7 

Y7 IDO 

•HllO 

niiw 

etto 

39049 

38989 

30049 

38213 

3B3U 

30011 

30X13 

30932 

on. dv. |Wd 

2.79 

290 

179 

178 

293 

395 

422 

178 

PC nio iM 

24il0 

2391 

2359 

2U2 

2490 

1090 

2541 

1180 

M mo d9 

2350 

2391 

2399 

2492 

3490 

1049 

3030 

11T1 

nsMinawe 

K fio SBD3 IMSW 2 m fi4 aaoWL IH 

OHK 1/77B 



FTOOhearfirM 









OpM 9 

10 

11 

12 13 U 

15 

10 

Moo 

iM 


3SBU aaou a»\u sfioas 39 diz m?.i asias 3M7.7 asn? anu ses&z 


e nSE iBwmBM imh 1990 . m i«n nem wr tgn. 




STOCK MARKET TRADING DATA 



1 


M 13 

Jd 10 

Jd 0 

Jd a 

Jd 7 

yr w 

SEAO bei^ 

S7951 

51042 

64974 

61 JM 

EC.783 

61 9M 

BquOf hnaior (Eaitt 


3087.0 

32017 

33014 

20767 

2044.7 

EqWy oanWat 


tTfiO 

47930 

409*1 

S3934 

43,647 



7SS9 

0012 

0234 

7022 

63M 

ToH nomt WOdnot 


. 

6440S 

61005 

66961 

- 

Tow btiiewr 1B43 


- 

48102 

47404 

41822 

- 

Tow *1 truMI ItiiR: 

*001.7 

- 

10559 

10612 

0964 

• 

TUmnint tumonr (Em) 

132 

16.7 

17.7 

27.7 

202 

113 

IMopoW dn taOMpnl 

49 

69 

12 

07 

9.7 

19 

1U*« MMBW MB am, 
MMBM IBIiaiB. 

■ IxDdon Btaricot tela 

MmuM 

Mi MMiB 

ew 

WMHHBnMttlKIM 


52WMAniSto««lDNl 
TkM HgM 6* 

TbW UM B9 


nm omm esz 

TtoW Nik 74Z 

Swe 1.5G5 

Jd ti ikta tasoi m Equir wain idBd n le Uadon Shae Senice. 


isreeqdir 

THtf ijmi w cB 
CBN 
PbH 


3U85 

1S.7M 

12.887 


What is afieo- all a company 
with a world-class brand 
name.” 

ED&F Han, the interna- 
tional finflwgiai services and 
agricultural products groop 
whidi last weA announced 
an acquisition, was 
unwanted yesterday. Tbe 
Stock fell 19 to 3S214P and 
was the w orst performer in 
the FTSE 2S0. 

Unilever up 

Unilever re mained close to 
the top of tbe FTSE 100 best 
pertormen' list tor most of 

the day. A broker’s recom- 
mendation and investors 
aedsiiig & safe haven helped 

the Stock. 

Shares in the Anglo-Dutdi 
food and consumer products 
giant jumped 22 to 661^ 
after BT Alex Brown was 
said to have reiterated its 
“buy" stance, soggestii^ 
lecQit concerns crver valua- 
tions had been overdone. 

Last weelc, SBC Warburg 
t&llon Read downgraded Its 

recommendation on the 
stock to “bold”, while ana- 
lysts at Merrni Lynch were 
reported to have down- 
graded earaings estimates 
tor tbe stock on the back of 


Recru iti ng-Workshop 
“Investment Banking” 1998 

Nine of the best are looking for the 140 best. 


How do you start your 
career at one of the best 
companies in the field? 
Via ^e Access Wbrkshop. 
Over three days, you will 
get to know your preferred 
company and your dream 
job. You will esqrerience 
the demands of the positi- 
on you are interested in at 
close range virhile worlung 
on case studies drawn 
from real practice. 

There is no better way for 
both sides to get Imow 
each other. Secure one of 
just 140 workshop places 
and request your informa- 
tion brochure fbr the 
"Investment Banking” 
1998 Workshop free of 
charge today: 


Access 

Cesellschaft filr Personal- und 
Hodischulmarkedng mbH 
Qaudius-Oomier-StniSe 5b 
D- 50829 Koln 
Tel +49 (0)221>9S 64 90 - 64 
Fax +49 (o)2zi>95 64 90 - 90 
or wwMaceess-online.de 



From university to a career 
- via Access, one of the lea- 
ding recruiting spedalists 
in Germany and Europe. 
Access has developed an 
individual and particularly 
successful concept: the 
Access Workshops. 


Access-Wbfks h op 
Investment Banking 
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enirency oonsideFations eai^ 
Her in the month. 

Water stocks bubbled up 
as brokers stressed their 
defensive qualities. 

Pamnore Gardou was reo- 
nTTiTwftnding Wsssex and 
Yorkshire with a target t£ 
58(^ tor Wessex, represest- 
iDg 26 per cent iqiside^ and 
560p for Yorkshire, repre- 
senting 21 per cent up^de. 
Wessex gained 16Vi to 474p 
and Yoris^nre 19 to 481 V4p. 

Elsewhere, Charterhouse 
Tilney was putting its 
wsd^t bdiisd United Utili- 
ties with a price target north 
of £10. The broker believes 

United win be helped by a 
more eneoimgmg regulatory 

review than previously 
feared, as well as its eaq>o- 
sure to telocomB. Hie staax^ 
ended 22Vk bi^er at 942p. 

’Ihames. wbddi evened a 
waterwoiks in China last 
we^ gained 34 to £11.26. 

In the electricity sector. 
PowerGen dvriodled 8 to 
S54p as tbe market 
responded to a weekend 

press Story that tbe deal 
with Houston Industries was 
unlikely to go ahead. 

Shares hi pub operator JD 

Wetherspoon eased ZVt to 
284p as analysts downgraded 
profit expectatk>as fioDowlng 
news of dull trading 

Ihe oompany was said to 
have admitt^ that the 

at»enoe of TV screens in Its 
pubs during tbe World Cup 

cut the munber of drinkers 
in its venues by aremnd 10 

per cenL 

Panmore Gordon was 
among those reported to 


have cut its forecasts tor tbe 
year to the end of July. 

The broker is believed to 
liave trimmed its estimate 
by eb" to £20m and reduced 
tbe following year’s figure 
by to voa»i, and also 
downgraded its recommen- 
dation to “hold" from “buy”. 

Bunding and construction 
company Ashtead Group 
was the best performer 
among the FTSE 2S0 after 
reporting improved flares 
and upbeat comments on 
cuxrent trading. 

Full year profits rose from 
£28.3m to 237.3m. Merrill 
Lyn^ was among brokers 
urging investors to buy the 
shares. 

Glynwed cheers 

News that Glynwed Inter- 
u ati^^pal is arpandlng its 
food service equipment 
{gteretioDS with tbe acquisi- 
tion of Williams Refrigera- 
tion dieoed tha market, nie 
shares gained 5 to 2S4‘/^ 

Glynwed said it was pay- 
ing £44.3m in cash and 
loan notes for the food ser- 
vice refiigeretion manufac- 
turer based in Norfolk. 

Shares In metals group 
Joimson Uatthey hardened 
SA to ahead of today’s 
anTinal THOeting . 

Dealers said they expected 
the meeting to be cautions 
with, news of weakening 
demand from some of the 
group’s biggest customeis. 

B«ed IntemationaL recom- 
mended in tbe weekend 

pres in the wake of poEdtive 
bredter comment last week, 
advanced 14W to 602^p. 

BAT Indof^es improved 
16 to 660p ahead of interlins 
later this month. 

2o»eea, at £24.59. recouped 
56 Of last Friday's fall that 
followed the n^;ative studies 
on the TawtmrifCTi treating 

for breast cancer. 

Shield Diagnostics lost 
another 40 to 510p on toriher 
reaction to test Friday’s cait 

tlous statement and ahead of 
presentations by tbe com- 
pany to analysts today. 
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Focus on Japan as Hashimoto steps down 


EMERGING MARKET fOCUS 


WORLD OVHWIEW 

The resignation of the 
Japanese prime minister and 
the agreement on an Interna- 
tional Monetary Fund finan- 
cing package for Russia 
dominated trading on finan- 
cial markets yesterday, 
writes PhUip Cog^jn. 

But there were sh^ly dif- 
ferent reactions in differmit 
regions to the Japanese 
news. Whereas the Nikkei 
225 average in Tokyo and 
European markets took 


heart from the news - on 
the grounds that a successor 
to Ryutaro Hashimoto may 
be more committed to 
reform - Asian markets 
were lower as investors 
reflected that economic 
change may be delayed. 

Conflicting statements 
about tax reform proposals 
confused world markets 
in the run-up to Japan's 
weekend elections and there 
is potential for further con- 
fusion as a new laaHar and 
cabinet are found. 


The yen reflected the inflo- 
ence of both schools of 
thnughtj initially to 

YI44 to the dollar but then 
rebounding to Yi4l in late 
EuKg>ean tzading. 

There are signs that the 
recent relatively steady 
farmanoe of tiie yen and tite 
plan lUr bric^ iwTiirg to help 
deal with the weakness of 
the financial system were 
persuading some investors 
back into the Tokyo market 
Lehman Brothers’ global 
strata teem has added 4 


percentage points to its pot- 
fdlio weighting for at 
the expense of tim US and 
UK markets. 

The latest MefiUl Lynch 
survey of fond manag- 

ers found that US ai^ Euro- 
pean i nves to rs have become 
enthusiastic about Japanese 
equities, with buyers out- 
numbering sell^ by more 
than ao percentage points in 
each region. Both surveys 
were mutartakoi befcae fhs 
weekend etections. 

The Russian deaL which 


invotvee the IMF landing a 
fortbar S22.6[bn, was taken in 
a more consisteDtIy positive 
light by equity investors, 
with the Moscow stock mai^ 
ket risizig 9.2 per cent on tiie 
day. Concerns about Rus- 
sia's firumraa baVB pTtonptad 
sharp fella in the market 
thte year. 

were also signs that 
reheC over Russia was pe> 
suading some investors to 
switch out of the “safe 
haven'* of bonds and into 
shares. The benchmark 


30-year US Treasury bond 
was down by about a point 
in earb^ tradiDg. 

European bourses resumed 
their charge to new highs 
with Athens, Amsterdam 
and Frankfurt retarding 
closing peaks. 

Wall Street opoied in sub- 
dued e>ahiftn and the Dow 
Jones Industrial Average 
slipped bade below AlOO by 
the timo Euregrean markets 
dosed. 


No relief yet 
for Karachi 


LoDdoo imfcet, Page 32 


Dow edges Tokyo rises after PM quits 
down ahead of 
earnings news 


US stocks were mixed in 
morning trade ahead of 
today’s large diary of corpo- 
rate eamings reports, writes 
WSliiam Lems in New York. 

By late momiag the Dow 
Jones Industrial Average 
had fellen 7.41 to 9J)98.33 and 
the Standard & Poor's 500 
index had nudged up OAl to 
1,16194. 

The Nasdaq composite 
index, which Includes key 
technology stocks and hit a 
new high last week, was up 
16.51 at 1.959.55. The Russell 
2000 index of smaller colo- 
nies was down a roaiginal 
0.07 at 458.50. 

Internet stocks continued 
their zig-zag run with Ama- 
zon.com, the on-line book 
store, down $4i^ or 4.1 per 
cent at $95£ on continu^ 
concerns about its valuatiiHi 
in the market. 

E*Trade, the electronic 
brokerage, was up %sfA or 
21.4 per cent at $29% on 
news that Softbank, the Jap- 
anese software company, 
was investing $40Qm to give 
it a 27 J per cent stake in the 
company. 

Egghead was up $3^^ or 
14J per cent and American 
Online was up $2f|| or 1.9 per 
cent at $U4H. 

Zapata. Uw Hedging inter- 
net company which last 
week announced plans to 
split into two companies, 
saw its shares rise $3% to 
$19A- Zapata used to be an 
oil drilling company but it is 
aggressively investing In 
web sites to become “one of 
the largest internet compa- 
nies in the world", it says. 

Among blue chip stocks, 
Chrysler, the first of the big 


three ante manufacturers to 
report second-quarter earn- 
ings. saw its sfaii^ rise gig 
at $^. Chrysler is planning 
a merger with Germany's 
Daimler-Benz. 

Walt Disney saw its shares 
rise $1A or 2A per cent to 
$39^ and DuPrmt put on $1% 
at 969A- 

Among banks, JP Morgan 
was up $1A at $127% and 
First Union higher at 
$63H. First Chicago NBD. 
th e whlri] is 
with Banc One, reported sec- 
ond-quarter eamwgt and hs 
shares moved up $^ to $94%. 

TOBO^f^O ditit^ lower at 
midsession in listless trade, 
llie TSE-300 composite index 
was 2Q.97 lower at 7,368.75 in 
volume of 33m shares. 

Bank and oil company 
shares were the TnaiTi loses. 
Royal Bank of CanaAa fell 7S 
ffwnta to C$86.7Q While Cana- 
dian Imperial Rank of Com- 
merce slipped SO cents to 
C$48.10. 

An advance in gold and 
precious metals tempered 
the losses. Gold faeavywei^t 
Barridr Gold rose 56 cents to 
CI27.3S. 

MEXICO QTY extended 
early gains on mqiectations 
that corporate eamings 
reports would be favomable. 
The IK index was 67.17 or 
14i per cent hi^er at 4,634.05 
around nootL Bellwether Tel- 
mex was 85 centavos higher 
at 2Z90 pesos. 

BUENOS AIRES moved 
ahead on continuing foreiga 
demand in spite of lingering 
concerns over Japan’s uncer- 
tain outlook and renewed 
local political tensfons. 

Ihe Merval index was 9JS 
or 1.5 per cent higher by 
midsession at 621.95. 


ASIAPACI F iC _ _ 

News of the resignation of 
Ryrxtaro Hashimoto as Japa- 
nese prime minister enabled 
TOKYO to overcome early 
losses and shares closed 
higher, writes Alexandra 
Nam^. 

After the Liberal Demo- 
cratic party’s devastating 
defeat In paiiiamentary elec- 
tions over the weekend, 
investors were optimistic 
*>ia* Mr Hast^oto's snoces- 
sor would tackle Japan's eco- 
nomic problems more 
a ggi ’ csB ivdy. 

The Nikkei 225 average 
rose 270.33, or 1.7 per cent, to 
close at 16,890.39. Trading 
moved in a broad band 
between a low of 15,804.35 
and a high of 16,350i38. In 
Osaka, the OSE average 
edged 0.82 lower to 17,014.43. 

Baniring issues Continued 
to be among the most 
heavily traded stocks. Ana- 
lysts attiibated this to inves- 
ts hopes that reform of the 
financial sector would be the 
new administration’s first 
priority after a new prime 
mlnigter waS furtwart. Banks 
rase 12 per cent ovaralL 
The Long Term Credit 
Bank, which is in merger 
talks with Sumitomo Triist, 
lost Y2 to close at YS7. llie 
bank is said to be suffering 
from liquidity problems. 
Sakura was (qi Y14 to Y37S 
and Sanwa Bank gained YS2 
to Y1278. 

The oonstruction sector, 
which analysts said was 
expected to benefit from 
addltl<mal public spending 
under tka next administra- 
tion. eased 0.1 per cent. 
Taisei lost YS7 to Y657 and 
Mitsui Wood Systems fell 
YlOto Y3S0. 

Volumes were thin at 
389m shares traded. The 
Topix average of 1222 first- 
section issues climbed 1424 
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Bank fell BtO.S to BtS. 

HONG KONG posted its 
lowest close since Jtme 17 as 
the Seng index fin- 
ished 10627, or L3 per cent, 
down at 8,09990 after dim- 

hmg HarV f> Ytm an {stra-day 
7 era M 

Analysts noted that bleek 
economic data from China 
also wei$had on sentiment, 
sending the H-share index 
slumping 4 per cent atul the 
red-chip China-Affiliated 
Corporations indez down 
per cent 

HSBC Holdings feU 
HKSL50 to HKI18020. Hutch- 
ison 90 cents to HR$37.70 
and China Telecom 20 pg n t u 
ioHK$129S. 

SEOUL was hit by political 
and economic uncertainty 
emroonding Japan. The 
Kospl TTid py declined 3.60, or 
L2 per cent, to 30L77 as tiie 
yen briefly feU to the Y144 
level 


points, or 12 per cent, to 
1,256.44. Gainers exceeded 
losers 710 to 447, with 119 
shares nw/^hawgwH 

Regional markets, by con- 
trast, were unsettled by 
developments in Tokyo on 
concerns that the roling par- 
ty's drubbing could derail 
economic reform plana. 

SINGAPORE stumbled 3.4 
per cent as fcamka and prop- 
erty shares declined. The 
Straits Times Indtutiiais 
index fen 37.16 to 1263.19. 

Prop er ty shares were sold 
off with the sub-indes losing 
32 per cent City Develop- 
ment fen 12 «tnfai to S94A6 
while Singapore Land 
retreated 20 cents to SS3.12. 
Electrical stocks were also 
lower on concerns about 
demand in the US. The 
electronics index cfecUned 
19 per cent 

BANGKOK saw losses in 
all key sectors except com- 
merce. Actively traded b ank 
stocks led the declines with 
a fen of 3.4 per cent The 
SET index ended 791, or 2.7 
per cent down at 266.75 in 
turnover of Btl9bn. 

Among heavily traded 
stocks, Bangkok Expressway 
fen Btl.75 to 80690. 

Bangkok Bank lost Bt2 to 
Bt4S.50 and Krung Thai 


Banks were traded 
actively, with Hanil Bank, 
the volume leader, falling 
WonS to WonSSO. Commer- 
cial Bank of Korea r etr ea ted 
WonSS to WO&495. 

Heavy overseas buying in 
gawrtmng ElectTonics pro- 
vided underlying support 
Samsung, which accounts 
for nearly 9 per cent of tbe 
total market capital, gained 
WQnL200 to Wo a4S,70a 

KUALA LUMFDR lost 
ground on fears of a further 
weakening of tbe yen. The 
composite index feU 7.31, or 
1.7 per cent to 42191. 

Tenaga Kasional lost 6 
cents to M$494, whfle Sime 
Darby declined 12 cents to 
M$2.S9. Telekom Malaysia 
defied the trend and rose 15 
ce nts to MI6.65. 

SYDNEY’S losses were 
spread across the board and 
the An Ordinaries index fen 
399 to 2,7189 In moderate 
turnover of A$8M9m. 

Telstra, however, managed 
to buck the trend with a 6 
cent liae to A$495 after the 
govemmesA’B plan to sell its 
remaining two-thirds of tbe 
telecommunications group 
was rejected in the upper 
house Senate on Saturday. 
Analysts said this could 
mMTi a continued scarce 
supply of the widely-held 
stock. 

Mining stocks straggled 
with poor commodity prices. 
BHP feU 15.3 cents to 
AS1495, but WMC held up 
better than most with a 
1 cent fen to A$499. 


Karachi’s share prices we« 
caught, in a narrow trading 
range yesterday as investors 
awaited news frfen Washii^- 
toh of disofetions between 
the IMF and representatives 

of the .07 industrial coun- 
tries oyer Pakistan’s inq»nd- 
ing debt criris. 

The benchmark KSS-lOO 
index, down almost 56 per 
cent since its January hi^ 
for the year, closed 3.53 
weaker at 774.73. Yesterday’s 
tone perovidad a break from 
some turbulent sessions 
recently that have seen 
prices &n as much as 7 per 
cent in a sln^ day. 

The downbeat mood is 
largely the result of inves- 
tors bracing for Pakistan's 
first ever sovereign defeult 
on its $42bn foreign debt. 
Analysts say continued 
resistance from the G7 to 
continue an IMF loan pro- 
gramme is much ol 

the pessimism. Many are 
convinced that, without IMP 
support, the country will 
defeult and the investment 
outlook could be under- 
mined for months to come. 

Those who have argned 
that the assent low share 
prictt pose a good opportn- 
nity for bargain hwtms 
inereaszncdy themselves 
- wrifthlft to Hofjpinrt thrir case. 

TFs stilJ not clear if the 
market has bottomed out. so 
to say that the prices will 
never be better than those 
on offer today is naive,* said 
a foreign businessman in 
EarachL 

Some critics have also 
accused prime minister 
Nawaz Sharlfs ‘huslness 
friendly" regime of mishan- 
dling the wMwtftWfiy after the 
country’s first nuclear tests 
on May 28. The testa, 
prompted by nuclear tests in 
neighboming India, trig- 
gered west e m sanctions that 
led the G7 to say ' it would 
block further multilateral 
assistance to Pakistan. 

Since the tests, tbe central 
bank has issued more *bmi 
90 ordos announcing mea- 
sure to tighten exchange 
controls and prevent a flight 
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of precious . foreign 
exchaz^ Analysts say such 
a large wwTfihar of ordras in 
so short a time is onpreea- 
dented and has created 
uncertainty over the future 
of hanWng and i nvestment 
policies. 

“No news <m a given day 
is good for tbe mar ket,* said 
Yasin Tj>vt»ani chairman of 
the wararhi stock cfxnhange 
yesterday. He said tbe (Xdas 
oaa fore^ cmrency cootrds 
had strengthened the 
impreaion that the goven> 
ment has been incompetaU. 

“Now, investors are 
looking for a new « v*«w>Tniff 
team to begin restoring con- 
fidence," be said, adding 
that there was little feith left 
in either the central bank or 
the ministry. 

“People think it’s a direc- 
tionless market and they 

alon tlilwlr that a diT8(^ 

go v ernment running 
the country." said Nasir 
Bukhari, diief executive of 
Khadim Ali Bukhari 
brokerage boose. “The anxi- 
eties over the IMF have dam- 
aged confidence." 

Some analysts believe the 
market may remain stock 
within a narrow trading 
range except for the occa- 
sional shifts caused by short- 
covering. Tlobody is goitv 
to take Umg-term positions 
unless the long-term pros- 
pects become clear first," 
added Mr Bukhari. 

FaiiiaD Bokhari 




IMF deal lifts Moscow 


Cautious Jo’burg weakens 


SOUTH AFRICA 


Johannesburg closed weaker 
but off the day’s lows after a 
cautious session. 

The overaU index ffnigharf 
down 33.6 at 7.082.7 but 
industrials, which were in 
native tenitory for much 


of the day, finisharf S highar 
at 8977. Rand hedge stocks, 
which benefited from the 
rand slide last week, came 
under pressure. 

Golds lost 18 to 1.091.1 
after breaking below LOCO in 
spite of an improvement in 
the bullion price. 


MOSCOW surged 9 per cent 
after tbe government, Inter- 
oational Monetary ftind and 
World Bank ontlined a 
multi-billion dollar interna- 
tional cxedit pa^lragB for 1998 
to shore up t^ rauble and 
stave off ecoaomic collapse. 

The RTS index dosed op 
13.18 at 1579 after the 
annoacement was made, fol- 
lowing sustained gains all 


day on speculation aboifi the 
amount of the package. 

Analysts noted, however, 
that by tbe end of last week 
the market had fellen €5 per 
cent from its high for the 
year on January 5. Repealed 
volume was 340m. strong 
compared wf^ recent fig- 
ures but only about half the 
level that traders say is 
healthy for tbe market 


Wall St curbs Dax advance 


EUROPE 


Shares in FRANKFURT 
returned to their record set- 
ting ways although the dull 
early performance on Wall 
Street kept a cap on the 
advance. The Xetra Dax 
index peaked at an intra-day 
hi^ of 6,054.78 befbre puH- 
ing back to close 22.07 hi^ier 
at a record 6,02391. 

Tbe chemicals sector out- 
performed. Diversified chem- 
ical group BASF rose DML49 
to DM93.09 after Morgan 
Stanley Dean Witter raised 
its recommendatioa on the 
Stock and uigied its target 
price to DMllS from DM95. 

Degussa added DM6 to 
DM11S95 but analysts said 
there were few plausible 
explanations for the price 
rise beyond su^estions that 
the shares have lagged 
behind other chemical 
stocks recently and are sim- 
ply catching up. 

SAP, the software group, 
recouped some of tbe 49 per 
cent lost on Friday when 
investOTs demonstrated their 
disappointment at a 40 per 
cent rise in first-half prints 
and concern over the conipa- 
ny’s warning that the Asian 
finanrial crisis had a greater 
effect on second-quarter 
business than expected. 

The preference shares 
rebounded DM33.90 to 
DM1.10890 on the view that 
Friday’s fells, whldi at one 
stage took the shares down 
10 per cent, had been over- 
done. 

Luxury car maker Daimler 
Benz lost DM3.20 to 
DM17590 after hints at the 
weekend that Deutsche 
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Bank mi^t be willing to 
divest part of its stake. Else- 
where, Adidas was up 
DM690 at DM296.90, continn- 
ing its rally of week 
aftmr Robert Dreyfus, the 
group’s chairman, forecast a 
20 pv cent rise in fuU-year 
pre-tax profits. 

ZURICH lost ground as 
investors took profits in 
index heavyweiifots Novar- 
tis, NesQe and Roche. The 
market came under addi- 
tional pressure from deriva- 
ttves-linked activity and the 
SMI inriox lost 509 tO &1429. 

Roche certificates lost 
SFrlSO to SFrl5990, while 
Novartis, due to publish six- 
month sales data on Thurs- 
day. slipped SFr61 to 
SFiS,487. Nestle Shed SFT55 
to S^939. 

Financials put in an unex- 
pectedly strong performance 
in spite of hi^er money 
market rates. Insurer Zurich 
rose SFtSl to SF^LlOe, still 
benefiting from an 
announcement last week 
that it had applied for a 
I 


bank licence in Switzerland. 

CS Group closed flat at 
SJFY3S5.50. off an intra-day 
high of SFr359.50 after 
rumours lesurfeoed that tbe 
bank may merge with 
another institute. 

Iblvate banks continued to 
rise on positive eqiectations 
for their first-half results 
following Gotthard Bank's 
strong showing last week. 
Gatthaid Bank gained SPi46 
to SFT1999, Vontobel was iqi 
SFT55 at SFI2960 and LGT 
rose SFrSO to SFrl930. 

AMSTERDAM hit a new 
high as investors focused on 
the rise in Japan's Nikkei 
average. The A^ index rose 
1998. or 1.6 per cent, to 
1968.01 

Aegon, the insurance 
group, gained FI 4.50, (x 29 
per cent, to FI 199.90 on 
options-rdated buying. 

Akzo Nobel, tbe chemicals 
company given clearance by 
the European Commission to 
buy Courtaolds of the UK, 
rallied FI 5.70, or almost 5 
per cent to FI 12090. 

KPN. the telecommun- 
ications company, gained 
FF1390 to FI 9190 on active 
buying. 

MADRID ended margin- 
ally higher, following the 
trend dsewhere In Rorcpe. 
The strength of banking 
shares also supported the 
market and the general 
index rose 6.77 to 93297. 

Leading banks firmed 
ahead of first-half aaming a 
announcements. Santander 
rose PtallO. or S.7 per cent 
to Pta4,185. Banco Bilbao 
Vizcaya added Pta40, or 1.4 
per emit to Pta2990 follow- 
ing its 3-£br-l share split. 

I 


Aigentaria gained PtaS to 
Pta3,6Sa 

Tsbacalera jumped PtalOO 
to Pta3,646 on bopee that it 
would raise the price of ciga- 
rettes. Some brokers have 
been upgrading recommen- 
datkms on the back of an 
expected price rise by the 
recmitiy privatised groop. 

Other blue chips were also 
hi^er, with Endesa up 
PtalS at Pta3.44S and Trie- 
fcxiica iw PtaSO at Pta7960. 

MILAN also followed 
neighbouring bourses 
higher, with the Mlbtel 
index dosing up 141, or 0.6 

per cent at 24.780. 

Fiat raee L197, or 29 per 
emit to L8926 on hopes of a 
possible witii another 
European car group. Over- 
seas buying pushed imurer 
Generali up Li,4Sl, or more 
than 2 per cent to LS936. 

Olivetti gained LIOO. or 3.8 
per cent to 19,175 on reports 
that its mobile telephone 
iiriTt had dgwftH flour mil- 
lion usets. 

STOCKflOLH was si^ 
ported by a rally in dr^ 
shares. The general index 
rose 33.06. or 09 par cent to 
3,811.83, wtule the dnig 
in^ added L4 per cent 

Astra gained SEr2 to 
SKrlSO and Pharmacia & 
t^bhn rose SKrl to SKz386. 
Volvo fen SRt89 to SHi252 
on iiwggrrng disaj^intment 
that its widely speculated 
tie-iQ) with Volkswagen hfe] 
felled to materiafise. 

• Paris was closed for a pub- 
lic holiday. 

liSnai amTedtad by Mdati 
Moigan, Mco Tenano and 
PetarHal 
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FIN^Ncxit n MLS SURVEY 


Japan K« 
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July 14 1998 



A Japanese version of the 
Thatcher revolution might 
help the nation solve its 
crisis, say some observers- 
What is needed, is the 
courage to move to a more 
flexible and market-driven 
economy. Gillian Tett reports 

Wanted: a 
saviour in the 
mould of 
‘Sacha-shusho’ 
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J apan needs its own.ver' 
sion of Margaret 
Thatcher. That, at least, 
is the tempting thought 
for westerners now looking 
at the world's second-laigest 
economy. 

For as the dust settles 
alter Japan's Upper House 
Elections last Sunday, it 
reveals a country gripped by 
a sense of crisis, national 
decline -and political paral- 
y'sis. 

Five decades ago. Japan 
started rebuilding its econ- 
omy from the ashes of the 
second world war with sta^ 
King speed and tision. using 
a dirigistc model of govern- 
mcnt-regnlatcd "capitalism". 
A mere 10 years ago. it was 
basking in the glory of the 
■'bubble" years. • 

But now It is painfully 
clear that the system which 
provided such strong growth 
in the post-war period is not 
working. The country has 
slippy into R'cession fbr ihe 
flint time since the oil 
price crisis of 19T4. 


The financial sector is 
creaking under bad loans 
and insolvent companies. 
The government budget is 
baUoonliig undm* the weigbt 
of an ageing population. Pro- 
ductivity is felling. Unem- 
ployment has surged to a 
post-war hi^ of 4.1 per cent 
And cracks are emerging in 
Japan's famous system of 
lifetime employmmit 

"We are in a crisis," the 
normally cheerful Eisuke 
Sakakibara. vice-minister of 
Hnance for mtemational 
affairs, recently admitted. 
"Probably the worst crisis 
for Japan since the end of 
the [second world] war." 

This malaise has left west- 
ern diplomats - and some 
Japanese - calling for a radi- 
cal retlUnk of the post-war 
model. What is needed, 
many mutter, is the courage 
to move to a more flexible 
and market-drivoi economy. 

Perhaps a scale of change 
akin to the Afetji revolution 
which industrialised Japan a 
century ago. Or, to use 


another parallel, a Japanese 
version - in scope, if not 
detail - of the "Thatcherite" 
revolution which halted 
Britain's national nwiaigp tn 
the 1970 b. 

Many Japanese might 
retort, probably correctly, 
that sDCh Anglo^axoD mod- 
els are ill-suited for their cul- 
ture. But the problem is that 
Jtgian's leadership is not yet 
offWing any clear and co■o^ 
riinattfH vision Of reform. It 
lacks, in other words, its 
own versfOQ of Saehasluisho 
(Mrs Thatcher). And no 
group has yet emerged to 
push proactive change 
through in this consensus- 
driven sodety. 

Seme optimists n^t sug- 
gest tins situation is chatt- 
ing. For over, the past year 
there have certainly been 
some striking reftams. After 
initially denying that there 
was an economic slowdown, 
the government p^ormed a 
fiscal U-turn this spring and 
produced a Y16.700bn stimu- 
lus package of tax cuts and 
public spending. 

"It has also recently 
acknon'ledged that there are 
at least Y77,000bn of problem 


loans in the banking sector 
- some analysts fear that tiie 
true figure may be higher. 

Deregulation is also pro- 
ceeding. The "Big Bang" 
reforms of the ftTiaTiriai se&' 
tor, for example, started on 
April 1 . Liberalisation Is qui- 
etly taking place in other 
sectors, such as retailing and 
petrol stations. Most encour- 
agingly of all, these mea- 
sures are having some 
impact on "Japan Inc.” 

Last November, something 
once inconceivable hap- 
pened: three large financial 
institutions failed. Big Bang 
is leading some banks to 

TTIftTp riiOT-tminatiTip ’ 

about how they price capitaL 
This in turn Is triggering 
bankruptcies, and forcing 
growing number of compa- 
nies to tap the capital mar^ 
kets for funds. And as capi- 
tal becomes more accurately 
jM-iced. this has a 1 mo^-on" 
effect in industry. 

Some companies are mov- 
ing away from their tradi- 
tional preoccupation with 
sales growth and market 
share. Companies such as 
Kao. the cosmetics and 
household products group. 
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are plating greater empliasia 
on shareholder value and 
the return on capitaL 

This drive for greater effi- 
ciency is twinning to break 
the social contract between 
labour and the corporate sec- 
tor a few companies, such 
as Hino. a truck mamtfac- 
tura*. have started to qtdetly 
lay off staff. 

Some employees are 
slowly also changing their 
attitudes. This year’s chitdi 
of university graduates, for 
example, has shown an 
unprecedented level of disen- 
chantment with woridng for 
traditional Japanese compa- 
nies. Employment agencies 
for temporary staff are grow- 
ing rapidly. 

Such steps are striking. 
But change remains, at best, 
piecemeal. Indeed, for every 
reform step that has 
occurred, there are still 
countless examples of foot- 
dragging. Irrespective of 
"Big Bang", for example, 
banks are still supporting a 
few favoured - and hope- 
lessly weak - "allies". 

Sectors such as construc- 
tion remain heavily regu- 
lated. Deregulation often 


ffnntainfi “catch^”: in retail- 
ing, for example, the old 
rules have been lifted ~ but 
replaced with new, titter 
environmental restrictions. 
Ihe instinct for keeping the 
status quo, in other words, 
remains very strong. .As 
Edward LiDcoln, head of the 
Brookings Institute, a US 
think-tank, pots it "Among 
the bureaucrats and politi- 
cians there remains a strong 
fahb in the Japanese style of 
caprtalissL" 

This is discouraging. But 
what is perhaps more alarm- 
ing is that as the pressures 
build, the government seems 
to be gripped by policy paral- 
^is. 

The bureaucracy, which 
has effectively run the coun- 
try for five decades, is in 
growing disarray due to 
recent corruption scandals. 
And the rulin g Liberal Dem- 
ocratic Party is dominated 
by rivalries between war- 
ring. personality-based fac- 
tions. 

"The last year was a year 
of disastrous f)olicy failure 
for the LDP,” says Takashi 
Kluichi, economist at Long 
Term Credit Bank. "What 


has become apparent is that 
elder politiciozis are hopeless 
amateurs at policy-ma^g." 

The opposition is di\1ded 
and weak. Most strikingly, 
most voters are apathet- 
ic - partly, it seems, because 
they doubt they could force 
diange through the current 
political system. "The real 
problem in Japan is political, 
not economic," says one 
frustrated western diplomat 
Or as Toyoo Gyohten, a for- 
mer Rank of Japan official 
says more tactfully; "The 
confusion in Japan's eco- 
nomic policy has largely 
stemmed in recent years 
fix>m an inability to pinpoint 
who is in charge.” 

Could this change? Per- 
haps. After all. the polic}' 
paralysis notwithstanding, 
there are pressures building 
for reform. International 
investors are now wielding 
more muscle. In the past 
year, for example, the pro- 
portion of trades involving 
non-Japanese parties on the 
Tokyo Stock Exchange 
surged to 45 per beat. ' 

The Japanese government 
now appears almost slav- 
ishly sensitive to market 
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fluctuations. Many recent 
policy announcements have 
emerged only when the mar- 
ket has slumped. 

Furthermore, Japan’s trad- 
ing partners, particularly the 
US, have become strikingly 
more vocal in their demands 
for reform. 

The crisis in the rest of 
Asia has introduced an 
important new twist: Japan's 
malaise is no longer seen as 
a domestic problem, given 
that Japan accounts for 70 
per cent of .Asia’s gross 
domestic product 

When Asian and G7 lead- 
ers met in Tokyo last month, 
there was a volley of com- 
plaints about Japan's failure 
to reform. This worked: 
shortly afterwards, Japan 
unveiled new measures to 
resolve the banking sector 
problems. 

Within Japan as well, con- 
sensus is building for 
change. Some younger 
bureaucrats now admit, in 
private, the need for radical 
reform. The Japanese media 
is increasingly critical of the 
government (perhaps 
because the political confu- 
sion appears to have left the 
government less able to con- 
trol the press). 

Even business is raising 
its voice: Norio Ohga, chah> 
man of Sony electronics 
group, recently warned that 
without action Japan would 
fail into a crisis similar to 
the US depression of the 
1930s. 

Add all this together, and 
it is Just possible to believe 
that tile coming year could 
become a turning point. 
After all. Japan has changed 
direction in the past, after 
taking time to build consen- 
sus. 

External shocks have 
often driven this change. 
The Asian problem may, per- 
haps. prove to be the shock 
needed this time. In two 
decades, a reformed and con- 
fident Japan could have 
almost forgotten the current 
malaise - Just as the UK's 
optimists today are apt to 
forget the 2970s. 

And yet, the question 
remains: can Japan do this 
without a "Thatcher" - or, 
more realistically, a group 
which has a strong vision of 
change? So far such a group 
has not emerged through the 
election process. 

Unless one does in the 
next 'few 'yeyiii-lfigre' a 
real risk that for Japan the 
1990s could become a lost 
decade. 
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THE ECONOMY • by Gillian Tett in Tokyo 


Predictions of immediate crisis appear excessive 


But although the 
rfecession is grim, 
some economists 
are forecasting 
growth next year 

Ten years ‘ago. western pun- 
dits Fretted that Japan’s 
economy was so strong it 
would conquer tfae world. A 
decade later, though, the 
tables have tume^ ... . 

At the start of year, 
Japan. Tell. into. ita,. worst 
recession since the oil shock 
of i97j:.outpjit|^ .tapped by 
an aohuatised S.'3 per cent in 
the first quarter of 1998. the 
second consecutii'c decline. 

Corisequently',' ' tbe issue 
worrying pu^ts is whether 
it is Japan's Monomic weak- 
ness wbicb now poses a 
global threat. Could the 
economy, in other words, be 
about to collapse? 

In the short teim at least, 
the answer is prob^ly "No". 
For just as fears about Japa- 
nese economic domination in 
the 1980s proved to be exag- 
gerated. so. too. predictioos 
of an immediate crisis 
appear excessive. 

After ail. tbe country Is 
still rich:,, it. has some 
Yl.SOO.tiOObn of savings. It 
has some b^tby' niches of 
manufacturing. .And while 
the current recession Is grim 
by Japanese standards, pri- 
vate economists are. on aver- 
age, only forecasting a con- 
traction of 0.5 per cent in 
1998 - followed by growth of 
0.9 per cent next year, 
according to Consensus Eco- 
nomics, a research group. 

But wbat is mofe-alarmlng - 
is not tbe scale of the imme- 
diate downturn, but Japan's 
longer-term structural 
decline. For tbe current 
recession comes after several 
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years of stagnation. And 
although the government 
has successfully prevented 
this from turning into a col- 
lapse. its policy tools appear 
increasingly ineffec- 
tive - and imsustainable. 

Hie basic problem is that 
Japan's economic structures 
remain stuck in the quasi- 
command mode] of tbe pa.st 
SO years. When its popula- 
tion was young, and the 
country was rapidly rebuild- 
ing a manufacturing ba.se 
alter tbe second world war. 
this dirigiste model delivered 
rapid growth. And though 
productivity started to slow* 
iu tbe 1980s. this was 
.masked Jiy.tbe rapid growth 
m- asset prices during the 
1980s bubble. 

But asset prices have now 
collapsed. Meanwhile, the 
population is ageing sharply 


and Japan's old manufactur- 
ing sectors are losing com- 
petitiveness compared to 
other Asian rivals ta tonne 
of steel produced in Japan, 
for example, now costs $156. 
compared with $67 in India, 
$27 in China and $17 in 
Korea.) Consequently, pro- 
ductivity has slumped - pull- 
ing down the growth rate. 

So far. tbe government has 
tried to stave off tbe alarm- 
ijig implications of this trend 
by throwring money at the 
problem. Between 1992 and 
1995. for example, it unveiled 
a series of Y75.000bo "stiniu- 
lus" packages, featuring 
both tax cuts and public 
spending. This spring it pro- 
duced another Yl6.700bn 
package to oOset the current 
recession. 

And this spending has bad 
some impact. The Oiganisa- 


tion for Economic Co-opera- 
tion and Development, for 
example, estimates that the 
post-bubble dowrntum would 
have been twice as severe 
without this spending. And 
this year's oITering- which 
includes tax cuts and public 
speodingequjvalenf to about 
2 per cent of gross domestic 
product - is expected to 
boost growth by the autumn. 

A recent "Tankan" survey 
of business sentiment con- 
ducted by the Bank of Japan 
in June su^ests that some 
companies are already 
becoming slightly more opti- 
mistic. As Ron Bevacqua. 
economist at Merrill Lynch, 
says: "Barring unforeseen 
shocks to the economy, it is 
possible that the cycle could 
bottom this year." 

But so far none of these 
packages has managed to 
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deliver sustainable, long- 
lasting growth. Indeed, the 
current recession has 
emerged partly because the 
1995 package finished in the 
spring of 1997. And there 
seems to be little reason to 
believe that the current 
Yl6,700bn offering will be 
any better ~ particularly 
since the current weakness 
in the rest of Asia is now 
hurting Japan’s exports. 

As 'Tetsufumi Yamakawa. 
economist with Goldman 
Sachs, argues: "f think 
growth may rebound this 
auturno. but 1 do not think it 
will be sustainable." 

This has left some politi- 
cians calling for more pack- 
ages: tlie Liberal Democratic 
Party, for example, is 
already muttering about 
unveiling new tax cuts in 
1999. But even Japan cannot 
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afford to throw money at tbe 
problem indefinitely: its bud- 
get deficit Is already calcu- 
lated to be some 7 per cent of 
GDP. Meanwhile. Moody’s 
and IBCA two US credit rat- 
ing agencies, recently 
warned that they may recon- 
sider Japan’s top notch sov- 
ereign debt rating because of 
unease about public 

financBs. 

But if fiscal pump-priming 
is problematic, the other pol- 
icy tools also look blunt hi 
the past three years, for 


example, tbe ymi has weak- 
ened firom Y80 to about Yl40, 
helpix^ Japan's exporters. 
Although, further devalua- 
tion could provide another 
much-needed boost - and 
help Japan adjust Its still 
high asset prices - tbe US 
appears unlikely to tolerate 
thifi_ In particular, Washing- 
ton fears that further yen 
weakness would trigger a 
spiral of compefftive devalu- 
ations across Asia. 

Monetary policy also offers 
few easy solutions. Interest 


rates have been at record 
low levels of 0.S per cent 
since tbe autumn of 199S. 
And although tbe real inter- 
est rate has risen in recent 
months because prices have 
feiten, further cuts would be 
difficult Some ofTicials at 
the Rapk of Japan want to 
expand the money supply 
instead. But this w'ouid fur- 
ther weaken the yen and 
prompt complaints from 
Washington. 

There is another policy 
option - fiilly-nedged deregu- 
lation to create a more Dexi- 
bie economy. But although 
this step would eventually 
boost productivity, it may 
actually hurt growih in the 
short run. The industry 
shake-out that has already 
taken place, for e-vample. has 
now pushed unemployment 
up to a post-war record high. 

is beUe\*ed to be one 
factor fuelling consumer 
gloom and recession. 

Further restructuring is 
likely to tri^r a wave of 
bankruptcies - particularly 
if the government presses 
ahead with plans to imple- 
ment a shake-out of (he 
banking sector. 

So where does this leave 
the Japanese government? 
Facing an unenviable choice. 
If it implements rapid 
restructuring, it could tip 
the country into severe 
recession. If it tries to stave 
off this restructuring, how- 
ever. it will simply prolong 
Japan’s productivity prob- 
lem. 

Solving this conundrum 
may yet prove possible - par- 
ticularly if Japan is permit- 
ted to soften the pain 
through devaluation or infla- 
tion. But it will not be easy. 
Japan’s economic outlook, in 
other words, could get worse 
before it gets better. 
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FOREIGN POLICY • by Peter Montagnon 


Reluctant, cautious diplomacy 


Japan relies 
heavily on 

feuroms to ^affcdress 
its problems 

Diplomacy has never come 
^Dy to Japan. An island 
nation, shut off from the out- 
side world for many centu- 
ries and still unable fully to 
shake off the legacy of the 
second world war. It appears 
instinctively cautious about 
asserting its presence on the 
international stage. 

Hius. even while its econ- 
omy grew to become the sec- 
ond largest in the world and 
while Japan became the 
world's largest creditor 
nation, it nei’er sought to 
acquire the -international 
political influeura commen- 
surate witb its wealth. While 
the US dominates the global 
diplomatic stage and Ger- 
many plays a pivotal role in 
the affairs of Europe. Japan 
never even became a diplo- 
matic leader within tbe 
Asian region. 

Now. with its economic 
prowess apparently on the 
wane and China baking Ln 
tbe attention it is receiving 
from the US. Japan’s lack of 
leadership seems to be com- 
ing home to haunt it 

Right from the start of the 
Asian economic crisis. Japan 
has fluffed tbe opportunity 
to show leadership in resolv- 
ing a difficulty in its own 
backyard. Ask Japanese offi- 
cials what they have dime in 
response to the crisis and 


they will point proudly to 
the amount of money - more 
tban $40bn - which Japan 
. has , contributed. 

■ '^^■^th fbe Iposslble excep- 
irrtfiuT'of 'tbrpersonal Influ- 
ence brought to bear by Ryu- 
taro Hasblmoto, the prime 
minister, on President 
Suharto to sign up to a new 
fnternational Monetary 
Fund agreement, they have 
feu* claims to policy solu- 
tlous. Tliat task, as before, 
has been left largely to tbe 
US. Only rarely, as recently 
witb the imposition of sanc- 
tions against India and 
Pakiston after their nuclear 
tests, does Japan speak out 
on international affairs. 

Modern Japan relies 
heavily on multilateral 
fonuas as a means of dealing 
with its problems. It is a pac- 
ifist nation, whose mibtary 
is officially known as a self- 
defence force, and is reluc- 
tiint even to take part in UN 
peace-keeping efforts, 
although this reserve also 
reduces its diplomatic influ- 
ence. 

But how much does this 
matter to Japan or the out- 
side world? Up till now most 
of .lapan's neighbours 
appear content that it chose 
nut to flex its diplomatic 
muscles in the region or 
elsewhere. Jatian's industrial 
investment has been 
regarded as useful, and its 
u-fllingness to adopt the pos- 
ture uf unobtrusive house 
guest is appreciated. Many 
of its neighbours - notably 
S<mth Korea and China who 
retain memories of Japanese 
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colonial rule - remain suspi- 
cious of Japan and are 
happy to see it stay in its 
diplomatic shell. 

The difficulty is that the 
relative rise of China seems 
to be altering tbe security 
balance of tbe region. By sig- 
nalling last month that it 
might devalue its own cur- 
rency if tbe yen remained 
weak. China succeeded in 
pressurising the US to put 
pressure on Tokyo to tackle 
its extensive banking and 
economic problems. 

The result was an embar- 
rassing display of dissatisfac- 
tion by Japan’s international 
partners at a time when it 
was already unnerved by the 
attention Washington was 
lavishing on Beijing ahead of 
President Clinton’s summit 
visit 


Relations with tbe US and 
with China are the two most 
important bilateral links for 
Japan, and tbe most urgent 
task of its diplomats at pres- 
ent is to get tbe balance 
right That relationship with 
the US is in relatively good 
order since the conclusion of 
a strengthened security 
arrangement last year in 
which Japan agreed to sup- 
port tbe US iu dealing with 
regional security threats out- 
side its OW'D borders. 

Some issues remain on the 
table such as lingering con- 
cerns about tbe local objec- 
tions to US troop presence 
on the southern island of 
Okinawa and the US desfre 
for Japan to participate in 
its theatre missile defence 
system. But tbe general 
mood is positive, and the 
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buoyant US economy means 
that fbr once the U5 is not 
objecting to the large trade 
imbalance In Japan's fnvour, 
Relaticma with China have 
also been improving after a 
period of coolness when 
China objected to the appar- 
ent inclusion of Taiwan In 
the geographical scope of the 
new US-Japan defence 
arrangements. LI Peng, the 
former Cliinese prime minis- 
ter. visited Japan last 
autumn and further visits 
are planned In the run up to 
President Jiang Zemin's visit 
later this year. Japan hopes 
the visit will set the seal on 
a new relationship with 
China for 2lst century*. 

But tbe lingering desire of 
China to "keep Japan on the 
back foot” in bilateral rela- 
1 tjoDS. as one diplomat puts 
L it, is making this rather 
' hard. 

I Some in Japan were 
• piqued that President Clin- 
■ ton. apparently at Beijing’s 
I behest, did not visit Tokyo 
1 on his way to or from China. 

Beijing remains anxious 
' about Taiwan with which 
I Japan enjoys quite close 
unoFFicial relations, and has 
expressed concern over the 
Japanese film Pride: the 
Fateful Moment which cele 
brates Hideki Tojo. prime 
minister ut the lime of the 
attack ou Pearl Harbour. 

For Japan, the objective, is 
to override these kind uf nig- 
gles and persuade China that 
it is uot a question of farcing 
the US to choose between 
China and .lapan us its main 
interlocutor in Asia. 

Japanese officials stress 
that in their view tbe three- 
way relationship is not a 
zero .-^um game, although 
China evidently remains to 
be convinced. Nor. despite 
the marked rapprochement 
between the US and China, 
i.q Washington likely to 
aliundnn its treaty arrange- 
ment Kith Japan, wbidi is 
the cornerstcine of its secu- 
rity arrangements in tbe 
Pacific and widely seen 
I even by some Jn China who 
worry about Japan's latent 
nationalism) as essential to 
regional security. 

Tbo US may be closer to 
Ciiina, but there are still 
plenty of difference.^ 
between them - over a wide 
range of subjects from trade 
and hiunan rights to Tibet 
Even if China did want to 
squeeze out Japttn. it would 
find it difficult. But that is 
only partial consolation for 
Japan at a time when its rel- 
ative standing in Asia seems 
to be on the wane. 

.lapan would make a real 
contribution to regional 
security if jt could manage 
to engage more positively 
with Ghiua. while maintain- 
ing its treaty arrangement 
with the US. But if it to 
win China's respect, it must | 
also acquire the confidence 
to wield influence in Asia 
w'ithuut at the same time 
giving uflence tu its n^ lgh - 
hours. 
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JAPAN 3 


IWDUSnty. by Philip Gawith 


The picture is complicated 


C apaal prod Bcttv^ 

A kMofenrt conpakoR 

• i-O-- ■ • 


JkfHil! CBIUpwlllUH af BMBlftBlarigB ' 

" •■■■ 'IMS' 'iflM 


Despite some 
gloom, Japan's 
industry remains 
a world leader in 
many sectors 


If !i rising tide UIls all boats 
presumably the dismal eco^ 
nomic drought Japan has 
si^erud would have left a 
fhir few shipwrecks. 

Id the financial sector the 


signs have been obvious 

enongh. 

But what about industrial 
«^dpan. Trbete syiuplam s of 
stress have been' less con* 
9icuous7 

To western eyes, the con- 
ventional signs of eccmomic 
distress - such as reams of 
bankruptcies or a raft of coo* 
solidation activity - are 
absent. 

Look a little closo', 
though, and a mcne conqiU* 


tatenuUnial aBhmitf^ 


Art 

1997 

Mppon CredR B»k end Brnkm 
Trust Nm Yak Cop. 

cnes^tenirtdha ooopston • 
ki mrirltekig sanis ki: Jam 

July 

'1997 

LonB.tinir Crefit Bank of Jam 
and Sarin BM Cop 

MMo feevte Ca and SnKti 
Bwwy ttanoknl bo. 

Ciws dnsIteJm lohiiv - 
tonoB oo ksesgaod. - 
sM toMng-nat umaoinNai 
md Itinb iMd^ ' ■ . - 

Seiteg op jolt naan or ■' 
.map aGGouts.' 

1997 

Menfl iindi g Co nd toed 
Ytoaidd SacuriHn Co. 

tequWon of brBDdMS 
Wtig of fMsaini ' " 

Mnnry 

1998 

GE Captel Savices he. sod 
Tote Mum Ulie inansxe Op 

Stebig up ptat wnfese to 
aefl tosante Zratol - 
TUvte branctea 

Manh 

1996 

KMii tea taurance Ca and 

OreateerSMk 

Stetag up lon'mhse far 
flowr (UjiqiauMri santoea 

June 

1998 

NUo SeeurMn Co. ate 
Tteteers teoup he- 

Cqitet bMatmaat 
MBpalaaiw coepaafea . 

Smittr law MdV 



FINANCE • by Philip Gawith 


Landmark deals 
indicate the 
scale of change 


Foreigners are 
flourishing in the 
newly deregulated 
environment 
since Big Bang 

It is difficult to overstate the 
scale of fennent in Japan's 
financial system. Last 
November witnessed the 
high profile collapse of three 
financial institu* 
lions - Sanyo Securities. 
Yamaiulil Securities and 
Hokkaido Takoslioku bank. 
Japan bad never before seen 
the like of it 

In AprU. the gun was fired 
on the *'Big Bang'' Uberalisa- 
tion of .Tail's financial sys- 
tem. This involves a radi^ 
shake-up of the status quo, 
with banieis between banks, 
insurers and securities com- 
panies being broken down. 
In the process, ferei^ access 
to the Japanese market is 
much improved. 

Subsequently, there have 
been a raft of landmark 
deals which testify to the 
change under way. Most stri- 
king of all was the gl.dba 
IKiid by the US group 'huvel- 
ers fur a 25 per cent stake in 
Nikko, Japan's tbird-laigest 
securities company. It was 
by far the largest such 
investment by a tore^ 
finn. 

Other important deals 
tucluded Gfi Capital setting 
up an insurance joint v&t- 
lure with Toho Life, and 
Merrill Lynch buying up 30 
branches, including staff, 
from Yastairhi. 

Significant in a different 
way was the alliance 
between Ndmtuti Securities 
and the Industrial Bank of 
Japiin. Many observers saw 
the de^ ns indicative of new 
realism among Japanese 
institutions about what they 
could nchie\'e on the world 
stage. 

As Masashi Kaneko, 
NiKko's president, said at 
the lime of the Travelers 
deal: “The problem we fijee 
is globalisation. Companies 
cun no longer satisfy cus- 
ttimers by themselves, with- 
out a global partnership.” 

Big Bang is nothing less 
than Japan's response to fiSo- 
b:i1i.<ation. But it is also 
closely' related to the crisis 
which has befnllun the coun- 
try’s banking industry. 
Akira .Ariyoshi. director at 
the St?curities Bureau in the 
Ministry' of Finance com- 
ments; “Big Bang isn’t really 
about clnslnp down banks or 
financial institutions. It is 
.-ibout reforming financial 
intermedialion to encoura^ 
mon‘ omcient allocation of 

n*sources.“ 

^Mc«iousl,v. Jap:m is too 
reliant on bank finance. 
Securities company Saloi^ 
Sniiih Ramey estimates that 
«> per will of Japanese c^ 
iwniie fundhig comes in the 
form of bank lw»n.s. com- 
pared 10 Ies.1 than 10 per 
4»nt in the US. „ 

The Iwpe is that Big 

will allow development of a 
fi.unTOl system k» 
on the Iwnkiug sector. .Alhed 
aims are that Japan^ 
jnvesltws and 
^hlmld have unprov^ 
to pnalucf* and 
hat in the process 

IP* to match Wall Street 


and the dty of Londem. 

ForeigDen are flourishing 
in this newly deregulated 
enviroamenL i .wading bro- 
kerage firms have acco un t e d 
fin- as moeb as SO p^ cent of 
turnover on the Tokyo Stock 
escbaiige. vriiile big inroads 
are being made in araa such 
as pension kind and invest- 
mmit trust management 
Many forrign firms oSk' bet- 
tor products and service, and 
arc more than their 

Japanese counterparts. 
Research by Dresdner Klem- 
wort Benson, for example, 
shows Morill l^ndi achiev- 
ing a net revenue-equity 
ratio in 1996 nearly five 
.times vrtiat Japan’k top three 
broken achieved. 

But H Is wrong to lorik at 
the market as a static, zero 
sum game. To the contrary. 
Big Bang is almost certain to 
ensure that Japan's capital 
maikets and manage- 
Bent indnsCrias enjoy vigor- 
ous growth in the yean 
ahead. Tid^ty as a cespo- 
ration views Japan as proba- 
1^ the growQi opportuni^ 
Of the next ten years,” says 
John Gernon of Fidelity 
Investments in Japan. 

Mr Koichi Kane, managing 
director of Kokusai Securi- 
ties. notes: don't think 

everybody is gmiig after a 
small prize. Tbis ia a huge 
growiii^ market" Still, Big 
Bang certainly puts Japa- 
nese finance firms under 
pressure to focus on what 
they ere good at This pro- 
cess has only just begun, but 
wiD prabab^ encourage con- 
siderable rationalisation of 
activity over time. 

Not surprisingly, foreign- 
ers have achieved most suc- 
cess in penetrating the 
wholesale-institutional end 
cf the mark^ But for many, 
gw tring their hands on the 
Y12,500bn of household 
assets is the real prize. 

Hie remil market thoogb. 
which requires a signtfinwit 
dtetribution- capacity,, .is 
harder to crack. The mart 
obvions way of doing this is 
through partnership with a 
Japanese institution. 01*700 
prevailing nervousness 
about the financial state ci 
many of these companies, 
most joint ventures have 
been carefully ring-fenced 
from the buaness to 

avoid the risk of financial 
coQtaniinatlaiL 

Japanese investors have 
been kem to gain access to 
non-yen products. This is 
hardly surmising: equities 
have generally been a poor 
investment In the 1990s, 
bo nds are believed to have 
reached a ceiling and 
erty prices have collapsed. 

Teqple are really worr y - 
ing cdwut where to put their 
money,* said Mr Eane. 
“Hurt is wlv Japanese are 
buyers of fore^n currency- 
denominated assetSL But it is 
portfolio diversification 
rather than currency specu- 
lation. In the past it cm^ be 
very difficult to intesnation- 
alise." 

So long as Japan’s econ- 
omy remains in the dumps, 
domestic investors are txkdy 
to ccntimie exporting funds. 
But if the govermn^ suc- 
ceeds in revitalising it, tiiese 
could wdl be exceeded by 
underwel^t ibreignars has- 
tening back into the Japa- 
nese xnaikeL 

•( 


cated meture emer^ Take 
share prices, for example. 
Household names such as 
Sony, Canon and Toyota 
may to dose to thdr higdiest 
levels on record, but the 
majority of companies are 
faced with relentlessly MB- 
ing Share prices. 

Across different indus- 
tries, the picture that is 
emerg in g is of a clear dtffer- 
entiation between winners 
and losers. 

A fieqnently dted example 
is the vehide sector whwe 
the successes of Tcyota and 
Honda have been matched 
by tZie miseries of Nissan 
and Mawte 

Mr Pelham Smzthers, stiat^ 
^st at ZNti Barings in 
Tokyo, reckons there is a 
two-tto aspect to the Issue. 

Fcr basic material prodao- 
m. such as steel, the bene- 
fits of a very we^ yen are 
insufficient to offset the 
impact of slowing growth in 
Asia. Ihe health of oompa- 
cies making Onisbed prod- 
acts, he says, is better. 

Bdr James Ahaggian, a vet- 
eran consultant in Tokyo, 
reckons that a typically Jap- 
anese jnticess of restructur- 
ing is under way: 

“Rather than the company 
identity disappearing, H 
ke^ its legal fenn but tiie 


substance of tiie company 
becomes captive of another 
company." 

He cites the example of 
Isuzu becoming a captive 
supplio' to Hoada of recre- 
ationa] vehicles;. 

Some would argue that 

this beni^ assessment la 
too to Japanese indus- 
try. 

ifiFodfai Nakagawa, manag- 
ing director of iBtersec 
Rtteareh, notes: Tn general. 
Industry is not efficient 
There are too many white- 
collared people. Bach com- 
pany has too many slack 
resources." 

Figure from Goldman 
t-r mfi ii H t>w» view that 
assets do not work very bard 
in Japan. Looking at the 
Mifckei 300 non-Hnancial 
companies, they find that its 
retnzn on equity is a paltry 4 
per cent, compared to 20 per 
cent for US industrial stocks. 

Using value-based analy- 
tis, the figures are argnably 
even mere stark. 

Whereas the spread 
between cost a£ capital and 
return on capital is at a 
record 4.5 per cent in tiie US, 
Japan has consistently 
destroyed value since 1990, 
not generating a positive 
spread tme year in that time. 

While 37 out of 45 sedorz 


in the US generate positive 
economic value, only 16 out 
of 45 do so in Japan. 

Undeniably these figures 
are an indictment of man- 
agement, althon^ they also 
reflect a demanding operat- 
Ing environment But the 
way Japan works has also 
played a part 

Mr Ail^ur Alexander of 
the Japan Economic Insti- 
tute in Washington DC 
advances the following view; 

“The admirable qualities 
of discipline and patience 
iTTulftrgiwtmg a naHrtw of sav- 
ers and investors are less 
valuable to an economy 
when productivity Improve 
meats are the source of 
growth.” 

A related point emerges 
from analysts at Nomura 
Research Institute in Thkyo. 

While Japanese fompaTiip* 
have often exceed at Inno- 
vation and pnodnet develop- 
ment. they have been much 
pomer at sales and maricet- 
iog- the enstamer interfece. 
Moreover, there has some- 
times been a tendency to 
pursue quality without 
attention to price. “Japanese 
companies forgot to listen to 
the market 'They're also not 
so financially aware,” said 
Mr Toshitada Nagumo, 
senior consultant 
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But It would to wrong to 
be too gloomy about the out- 
look for Japanese industry. 
It remains a world leader in 
sectors such as consumer 
electronics, cars and semi- 
conductors. 

And a recent study by NRI 
found that the slowdown In 
the economy and ehan^ng 
pubitc attitudes to 
deregulation “appear to be 
creating especially 
test-moving ter^reaitiung 
changes in the business 
environment." 

Ihere is also a recognition 
at the highest levels that the 
winning ways of old will no 
longer suffice. The Minlstiy 
of Trade and Industry 
commented recently: 

“The economic and soda! 
system of our country ... no 
longer works effectively . . . 
government will promote a 


drastic reform in economic 
structure." Just how useful 

this sort of top-down 
initiative can be may be a 
moot point 

New industries require 
risk takers and a suppestive 
venture capital culture. 
Arguably Japan is h^t on 
both counts. 

But there are eucouiaglDg 
signs that some new 
industries are springing vp 
to take 00 the grawth baton. 
Healthcare, multimedia and 
^riculture are just three 
examples of where 
considerable change has 
been experienced. 

NRI’s researchers say 
changes to industrial 
structure are happening 
much more rapid^ than 
they believed likely only 
four years ago. 

(n a country where 


ahardtolders had more say 

in thft T- nnwiry nfnnm pantec , 

the pace of chan^ would be 
a lot quicker. But Mr 
Sraitheis notes that in Japan 
“The status of shareholder 
ranks slightly behind the 
person who serves the tea." 
But this does not mean 
reTonn will not occur. 

Mr Snrtthers argues that in 
Japan it is the bondholdeis 
who control companies. 

With interest rate 
payments on debt a 
signiflcMit variable cost of 
companies, credit ratings 
matter and his prediction is 
that the market vrill start 
increasingly to sort the 
sheep from the goats via 
credit quality. 

Perhaps this will prompt 
the sort of restructuring 
hitherto limited mainly to 

the flwawfail gr atia 
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ABCHITECTOftE • by Marie Myerscough 


Innovative landmarks transform Tokyo’s 



i ^ ;• 

fj • - * 

*,1“r 


Ingenious design 
" projects have 
resulted in a bold 
new image for 
i^Tokyo's cityscape 

Business visitors to Tokyo 
who bemoan the drabness of 
Toibti's Skyline are advised 
to stay alert ' as' they 
appraacb the jnetropolis on 
^ the loi^ Journey into the 
' " city centre from Narita afr> 
port. Some of the new high' 
. tech architecture en .route 
could dispel any prejudices. 

. Tltree massive buildings, 
in particular, now dominate 
the city's concrete jungle 
^'‘' outskirts: a spac&age con> 
struction of four inverted 
pyramids on . columns. .(The 
"Big S4dit’' Exhi bitinn Cen- 
tre); the smoked glass Tele- 
com Centre with its gigantic 
satellite dish factually, twin 
towers joined by upper and 
lower bridges; and a futuris- 
tic, iSstorey high, Meccano- 
like structure, topped with a 
reflective globe (^i TVi. 

These towering landmarks 
stand on a large 450ba aitifl- 
cial island in Tokyo Bay 
'^’'bullt initially ibr a new city 
and World Expo, and can- 
celled when Japan's eco- 
nomic bubble burst 
The reprieved city plan is 
now well imder way. Along 
with commercial and resi- 
dential projects, the com- 
pleted areas include a beach 
resort, outdoor restaurants 
‘"''and glitzy shopping malls. 

' The resulting amicable envi- 
ronment is up^ading 
Tokyo's quality of life, urith 
decent living space and lei- 
' sure Caciliti'es now Just a few 
. miles from the city centre. 
Linking the island and 
Tokyo proper is the equally 
'''' new. and spectacular, Brook- 



Opening ceremony of AquaCne^ a 15.1 km bridga and timnd eapreeswatf aeross Tolqm Bay 


jw The Tokyo kitema6onalRb«isK stal e o f t h o art. wortd-daaa conference Bxlii bition and cidlMralcoiiylex 


lyn-like Rainbow Bridge. 
More land reclamation and 
high-rise constniction on the 
"mainland” are producing a 
Manhattan-style peninsula 
adth businesses, including 
foreign companies, already 
installed. 

Along with the functional 
blocks sprouting up over 
much of a still mainly 
low-rise city, the number of 
imaginative designs by lead- 
ing architects is increasii^. 
Sophisticated corporate 
headquarters, convention 
centres, commercial build- 
ings and new world-class 
moseums are transforming 
the cityscape. 

The skyscrapers of Shin- 
juku ha\*e been augmented 
by the even taller Tokyo 
City Government offices and 
Park Tower, a 52-storey com- 
mercial building topped by a 
five-star hotel both 
designed by Kenzo Tange. 


the doyen of Japanese arclu- 
tects. The newest, the Tokyo 
Opera Tower with 60 
floors, twainfeutio the area’s 
Los Angeles diaracter. 

Not far away, another 
h^h-rise complex with foil 
amenities - and preetigious 
offices -EblsD Garden City, 
has revitalised an area hith- 
erto known for the brewery 
that formerly graced the 
site. 

But the newly-opened 
Tokyo International Fonun 
is generating toast architec- 
tural excitement lUa spec- 
tacular buildi^ by Tokyo 
station, is a state-of-the-art, 
world^Iase cemierenee, exhi- 
bitioD and ccltunU complex 
designed around a land- 
scaped piazza. 

its high-tech anditoria 
have already accommodated 
full houses for events as var- 
ied as Jose Carreras, the 
Leipzig Gewandhaus Orches- 


tra - and Lady Thatcher. 
Designed by Amoiean Raph- 
ael Vinoly, it is regarded, at 
home and abroad, as Toko’s 
most important new archi- 
tecture] prqject this centuiy. 

OeeiQiying a three-hectare 
prime site between the Impe- 
rial Palace moa^ the Main- 
ncudii bnainess district and 
the Ginza, the forum’s enor- 
mous. boat-shaped, ll-^orcy 
“conservatory” Is linked to 
the stunning building 
by an ontdoor plaza and 
Inntf bridges. 

'nds glass hall is deliber- 
ately curved to empathise 
with the mass of railway 
tracks (including those for 
the Bullet Train) that run 
alongside. 

The soaring S,000-pane. 
earthquake-proof glass 
atrium will draw visitors 
first Sixty metres bi^ and 
207m kmg, with a roof that 
resanblea the underside of a 


boat, it represents a fbat of 
engineering. In the true 
spirit of the forum, every- 
thing Is designed for the 
public’s use - including an 
elevated walkway for t^tdon- 
to admire the at 

cl(»e range. 

AB this new architecture 
is anhawHng Tokyo's subur- 
ban environment. Most of 
the high -Hgp buildings ran 
be enjoyed by the public, 
with reatanrants and bare on 
the top ilonrs offering superb 
views, day and night Associ- 
ated landscaping has 
brou^t some much-needed 
greenery into the metropolis. 

Away from tire grandeur 
of Tokyo's central business 
and commercial districts, the 
city's small-scale architec- 
ture equally exemplifies 
innovative design. In the 
middle of the nrban hodge- 
po^ (there are few Irksome 
town-planning restrictions in 


THE RETAIL SECTOR • by Alexandra Harney 


Widespread collapse in sales 


Tokyo), an aiwawwp variety 
of imaginative; often provoc- 
ative, small buildings dots 
the city. What westerners 
are likely to as the 

obliteration of an exclusive 
house or boutique by its 
n giy enviroament, the Japa- 
nese perceive difierently. 

Japan's specially-commis- 
sioned medium and small- 
scale buildings are intention- 
ally at odds with their sur- 
roundings; a form of self-ad- 
vertising and a boost to the 
neighbourhood, they believe. 

This concept makes Tokyo 
an arcbitecturar showcase. 
Examples abound - a small 
pyrene-topped police box in 
tbe Ginza: a colourful, can- 
dy-striped advertising com- 
pany's headquarters in Shln- 
juku; a draped minJ-Candi 
entertainment complex in 
Shibuya; a stone wall and 
concrete oast honse^fflee in 
Akasaka. 




For sheer bravura else- 
where, tbe top contenders 
t nrfoHe: a metallic baxr^e- 
balloon-like ornamental 
gate, poetically named "Egg 
of Winds": a butterfly wing- 
shaped glass atrinm provid- 
ing daylight for a basexpent 
building; and an igloo-style 
house. 

Japan's propensity for 
ultra-modern architecture 
which took off in the mid- 
1980s has just started to pick 
up Many of tbe older 
generaticoi'of architects snch 
as Renzo Tbnge. Kisho Ruio- 
kawa, Arata Isozaki, Tadao 
Ando. Pumihiko Maki are 
known internationally. Dis- 
tinctive Japanese character- 
istics have given them - and 
the younger generation who 
enjoy more commissions 
than would be possible in 
tbe west - terrific artistic 
freedom. 

Ingenious designs axe fre- 


quently necessary to ove^ 
come tbe acute land short- 
age, higb inbaritaizee tax 
res^ting in sub-divisio&fi 
into evm‘4lecreBSlng lots and 
Irregular shapes. : Tokyo’s 
ear^nakes dietatetbat ttie 
i prip redrictions are struc- 
tuiaL 

One ardiitect has found 
bis own creative w round 
tbe earthquake ivoblem by 
employing weaker materials 
which need not affect the 
strength of tbe buUdii^. 
"You just need more of 
them.” says Shigmi .Ban. 
The technique, which he has 
hflon develc^gfUr 10 years, 
involves cardboard tubes 
made from recycled paper 
and coated to seal them 
against the elements. The 
size Of norz^ columns, they 
are all tested rigorously for 
strength and durability- and 
easily take the weight of a 
buildixig. 

He has used this new 
buildiiig concept in housing, 
a Aurdi for refugees afto- 
the Robe earthquake, and 
a more cbic appUcation; 
the Design Gallwy of Issey 
Miyake. A line of Greek- 
style. paper tube columns 
running along tbe front 
glass and aluminium wall 
not only bears tbe load but, 
aoceutuated by Tokyo's bril- 
liant sunshine, give an inta*- 
esting visual eflecL 

tubes joined together 
form a gently curved back 
wan. their neutral tones a 
perfect backdrop for tiie od- 
ooiful Issey Miyake fash- 
ions. Paper table and chairs 
complete the nitre-modem 
desi^ Sbigeru Ban's nse of 
cardboard represents not 
only the ultimate in modem, 
environmentally-friendly 
design but belongs firmly in 
the paper and wood tradition 
of Japanese architecture. 




J The response has 
been to freeze 
recruitment and 
^"‘cldsg‘tu3^fitable 
overseas outlets 

A stroll through the 
carpeted aisles of Takashi- 
maya, a plush department 
store in downtown Tokyo, 
illustrates the pressures 
faced by Japan's retail sec- 
tor. Tbe speciality boutiques 
- Including Gucci, Fendi, 
Preda and Ferragamo - are 
.nearly empty except for a 
'few well-heeled customere. 

"It is hard to believe they 
tare still in business," said 
one recent American visitor. 
^ *1116 credit crunch and the 
recession are squeezing the 
Japanese retail industry. 
'Retail sales have fallen 
every consecutive month 
except one since April 1997 
as consumer cwfldence has 
plunged aRer a consumption 
tax increase went into effect 
that month. 

Last month, retail sales 
were down 2 per cent year- 


on-year, according to the 
Ministry of International 
Trade and Indostry (Miti). 
Department store sales last 
.moji^^ .VPre,,4q.wn 0.4 per 
emt ^*i^:ao-yw., Tlie drop 
'woi' paitiSHj^y worrying 
because of the d^ression la 
sales tbe previous summer, 
as buyere cut back after the 
tax Increase. 

This has led to a drastic 
reduction in earnings across 
the industry, and put pres- 
sure on retailers to improve 
profitability by raising the 
return on assets and invest- 
ments. The industry's 
response to falling profits 
has been to freeze recruit- 
ment and close unprofitable 
overseas outlets. 

Many retailers, responding 
to the collapse in sales, have 
started shading unprofita- 
ble assets and dosing stores. 
Daimaru. one of the biggest 
retail cbidns. is to close its 
stores in Hong Kong and 
Paris in July. foUawtug clo- 
sures in Lyons, France, Thai- 
land and Ban^ok. Takashi- 
maya will dose its London 
store this month, and Matsu- 
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zakaya, Mitsukoshi and Ise- 
tan have either closed or 
inteid to close their outlets 
in Hong Song, where flag- 
piTi g- consumer demand has 
sent department store sales 
plummeting. 

Daiei, the largest retmler, 
has stayed in the bladt by 
selling assets. Last year, tbe 
company sold its equity 
stake in Lawson Japan, the 
convenience store chain, and 
cut its dividend by YS to 
Y13. 


we can t 

deliver to Mars (yet), 
but our fast service covers 
the earth. 


J'or the efficient service, in .and oroimt) iny 
go witli MCL. Wc offor taster transit times- greater i'run^HwrKn'- 
and wider port co\crayc. Plus ’total logisiics” container 
service throughout No matter where vou'rc shipping to. 
if it's on this earth. MOL is vour best ciioice. 


Contset your n&3rest MOL office for latest 
irjformatlon on our fast, frequent sailings. 
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At the same time, the 
credit crouch at Japanese 

hwnt-g hag made Q9W finODC- 
Ing nearly impossible for 
most retailers. Whfle banks 
are'Uk^ to tbe big- 

'gwf 'depanment stores 
because of the cultural 
importance of their image 
-most Japanese would find 
it hard to imagine the loss of 
one of the swish miUti-ievel 
palaces -the tou^ financial 
conditions could claim a few 
mid-fiize regional supermar- 
kets, analysts warn. 

T think one or two of the 
local chains win go in the 
next few yearn, " says Masa- 
hiro bfatraoka, retail analyst 
at Morgan Stanley Dean Wit- 
ter. 

But some companies, espe- 
cially those that borrowed 
beavUy throu^ the bubble 
economy of the late 1980s 
and eariy 1990s. are not In a 
position to make new invest- 
ments. The con^titian is 
already very hot among 
Japan’s biggest department 
stores and supermarket 
diaiz», and sust companies 
have little extra cash to 
spotd on new projects. 

Aimong . rile healthiest 
retailere are supermarket 
ehaina ItO Yokado, JusCO, 
and Ifriy. Ito Yokado. which 
owns Seven Eleven Japan, 
the suceessftil convenience 
store franchise, saw only a 
5X per cent drop in net eam- 
Inga on a consolidated basis 
last year, compared with a 
68 per cent decline at com- 
petttor Jusco. Analysts agree 
that Ito Yokado’a cashflow 
aitnatiOD puts it in a betto* 
pceitian to snrytve the shde 
in consumer demand. 

Meanwhile, foreign shop- 
ping mall operators are lin- 
ing up to enter the Japanese 
maAet tbawta to recent der- 
egedatory reforms. One such 
company, American MaEs 
Int^mtional (AMI), aims to 
open an outlet by this 
autumn in Sanagawa, a 
Tokyo suburb. 

Tbe US retailer has met 
continual resistance from 
the Japanese government, 
whidl *^ai*"* tliflt the malls 
would violate lawa to protect 
farmland, since it first 
applied to open a store in 
1992. 

U AMI is successful In its 
attempt, it would become the 
first foreign retailer to chal- 
lenge the local competltioa 
Other companies, including 
Mills, the US dev^oper, and 
the estate groups World 
Premier Investments and 
Trammell Crow, have 
attempted to build shaping 
complexes. 

ForeUM retailers are noth- 
ing new to the indus- 
try -cosmaBles such as tim 
Gap, Toys R Us, Eddie 
Bauer. Tower Reconis, and 
J. Crew have expanding 
their distribution networks 
since the late - but the 
onslaii^ of UEatyle shop- 
ping centres would change 
the retail landscape consid- 
erably, analysts say. 

T twnk they have a 


cess and a technology that 
could really shake op the 
retail industry." says Mike 
Allen, retail analyst at ING 
Barings. 

shift towards shop- 
pteg Ttiaiig reiledis 'the effect 
Of recent deregulation of tbe 
Industry, la May. the parlia- 
ment paoed a revised ver- 
sion of tbe Large-Scale 
Retail Store Law, which has 
regulated the number, loca- 
tion, operating hours, and 
size of retail outlets since 
the 19306. 

Analysts say riie change 
was superfidaL, made only to 
appease US trade negotia- 
tors. who argued that 
Japan's reguTations protect 
small "mem and pop" stores 
and keep foreign competitors 
out The US even went so for 
as to file a complaint with 
the World Trade Organisa- 
tion (WTO) about entry into 
the retail market 

The new law, expected to 
come into effect in April 
2000, has extended operating 
hours, halved tbe number of 
mandatory holidays that 
retailers must take, and 
shortened tbe application 
procedure for opening a new 
store. 

However, the new legisla- 
tion is onlikely to lighten 
the regulatory burden on 
retailers, analysts warn. 
Retailers could face addi- 
tional noise and pollution 
reetrictioDS, as well as stiff 
local political opposition. 
This could mean fower new 
store opening, discouraging 
innovatioo and price compe- 
titioa 
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Almost empty except for the weff-fieeieefc the Takashimaya deportment store In downtown Tokyo ap 


"On the surface, things 
have changed. Japan can say . 
to tbe US that deregulation 
has occurred. In reality, 
nothing bas nhanged, and in 
fact tbe regulations have 
actually become more 
strict," says Masahiro Mat- 
suoka. industry analyst at 
Morgan Stanley Dean Witter. 

Toshlko Binder, retail ana- 
lyst at HSBC James Capel in 
Tokyo, says: "The overall 
outlook looks like tbe shift- 
ing from Miti [Ministry of 
iDtematiooaJ Trade and 
IndustryJ to local govern- 
ments means a change to an 
envlnnuDental focus. 

"These are things they 
cannot defend themselves 
against. It could get a 


little more stiricy.” 

More than foreign competi- 
tion or deregulation, tbe 
industry’s difficul- 

ties are likely to continue to 
dent earnings - and even 
push a few mid-size 
into bankruptcy - in tbe 
next several years, analysts 
say. 

Financial restructur- 
ing - not deregulation - may 
be the Japanese retail indus- 
try's only hc^ to weather 
tbe decline in demand in 
Japan, analysts say. High 
debt levels leave littte extra 
cash for new investment, 
and with wholesale prices 
tailing and retailers dis- 
counting merriiandlse in an 
effort to raise sales volumes. 


gros s margms are shrinkiiig. 

"Deregulation will 
improve tbe health of the 
sedor. But competition will 
become more intense, and 
the financial environment 
wifi ti^ten," says Mr Mat- 
suoka of Morgan Stanley 
Dean Wltt^. 

But d^iartmmit stores in 
particular, with their empha- 
sis on customer smvice, con- 
front the dilemma of hi ^ 
personnel costs and insuffi- 
decA cash reserves to fund 
costly accelerated retiremait 
plans. Tbe recent changes 
are likely to speed up a 
shake-out in the retail indus- 
try, as companies move to 
cut costs and remodel their 
balance sheets. 
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PENSIONS 


• by Philip Gawith 


Rapidly ageing population represents 


The neirt step is 
to move from a 
defined benefit 
system to defined 
contributions 

If yuuYe looking for a long 
life, Japan is the place, [n 
average life expectancy 
was 83,58 years for women 
and 77.01 for men. the high- 
est in the world. But that is 
not the only noteworthy 
demographic statistic: in 
1997, the average number of 
children a Japanese wtjman 
bears during her life reached 
a record low of 1.39. 

The upshot? the most rap- 
idly ageing population of 
any leading industrial coun- 
try. Even at the best of 
times, this would present a 
problem: how does a shrink- - 
ing pool of workers fund the 
social security obligations, 
including pensions, of an 
increasingly large body of 
old folk? The Welfare Minis- 
try calculates that social 
security costs will rise four- 
fold over the next 30 years 
- from Y65.D00bn to 
Y274J»0bn. 

But the 1990s have mani- 


festly not been the best of 
times in Japan. Just as the 
pension liability of the gov- 
ernment and companies has 
been grov.ing, so investment 
performance has been dete^. 
iorating. Equity values have 
plunged for all but the blu^ 
of blue chip companies. 
While fields on bonds and 
cash have sank to miniscule 
levels. 

Until recently, most Japa- 
nese pension schemes 
assumed an annual return lA 
51 1 per cent. Life assurance 
Companies have now cot 
that to 2'.'i per cent But the 
i^lity of investment return s 
for many yearn r unning iv^2 
per cent shy of Slk per cent 
is a very large funding gap, 

Nori>'uki Morimoto, direc- 
tor of pension consultants 
Watson Wyatt, reckons that 
assuming a future discount 
rate of 3 per cent, corporate 
Japan has a 40 per cent 
underfunded pension liabil- 
ity' on its balance sheet. Min- 
istry' of Welihre figures put 
Japan's unfunded pension 
liabilities at Y419bn - not far 
short of the an n^^ a ) gross 
domestic product. 

How can the gap be 
closed? Government 


Ageng sotielies 
. Fhiu N penoK aged e fir okfarj^l' 


35. 
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raise taxes, or companies 
can increase contribution 
levels. Bnt very few have the 
ca^-fiow to aeaiwwft thfa» bur- 
den. The Organisation for 
Economic Co-operation and 
Development crfeulates that 
without reform pension 
schemes will require contri- 
butions equivalent to about 
30 per cent of employees’ 
income - a doubling of cni> 
rent levels - by 2025. in 
order to stay afloat 
Mr Yoshio Nakamura, 
manftgtwg ' directoT of Eeid- 
the business pressure 
group, emnments: ”We can- 


not bear such a pre- 
mium. Iliat kills our com- 
petitiveness; our viability.’’ 
With the introduction of 
international accounting 
standards ibr pension liabili- 
ties in fiscal year 200041001, 
this problem will be fully 
revealed. There is still scane 
dispute over whether these 
liabilities diould be amor- 
tised over five or 15 years. If 
it was five years, the impact 
on eoiporate earnings could 
be quite significant 
Mr Morimoto notes; *nt is a 
very serious issue as our 
industry may lose competi- 
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tiveness simply because of 
the huge burden of corpmnte 
pension plans." 

For companies, there are 
two possible responses to the 
pensions cballenge. For new 
employees, they can make 
the pension less gen- 

erous, thus curbing the rate 
of growth of liabUides. This 
is already lumpening. As for 
closing the existing gap. 
Improved petformance is the 
obvious solution - but fall- 
ing markets have not helped. 
However, pmislon ftmd man , 
agers were long hampered 
by the 58-3-2 role - scrapped 


in 1996 - which depressed 
returns by requiring a low 
risk profile for investments. 

T^ditloaaliy, only life and 
trust companies could man- 
age pension assets. This was 
a further constraint on per- 
formance. But deregulation 
this decade has allowed 
more specialist money man- 
agers (investment advisersi 
with superior investment 
track records to get a slice of 
the business. Well-known 
foreign names such as Fidel- 
ity and Schroders feature 
prominently among these. 

While these oompatues are 


a problem 


often hired for their interna- 
tional e.vpertisc, they are 
also winning some Japanese 
equity mandates. The 
amount of mone>' managed 
b>' investment advisers rose 
by 42 per cent in 1997 to 
Yl3.2SSbD. while the share of 
foretsn im'estment advisers 
rose to 26 per cent lixim 12 
per cent three years ago. 

Foreign managers have 
only 2-3 per cent of existing 
funds under management, 
but are reckoned last year to 
have vsoa a third of the new 

business. Most large compa- 
nies now have foreigners 
managing at least a portion 
of their pension assets. But 
h is not simply a question of 
performance. Following the 
bankruptcy 1,-tst yt«r of Nis- 
san Life, trustees and spon- 
sors are keen to put ^eir 
assets in strong bands. Sta- 
bility is as much an issue as 
performance. 

Clearly a more benign 
investment environment will 
help Japan partially address 
its underfunding problem. 

But the next step of the 
debate is to move, os coun- 
tries such as the US and UK 
have done, from a defined 
benefit style system towards 


a defined contribution sys- 
tem, TTie .MlnJstr)' of Finance 
is Still feasting the idea of a 
tax incentive - something 
practitioners believe is 
essential if people are to 
assume the greater responsi- 
bility which defined contri- 
bution requires. But the gov- 
erning Liberal Democratic 
party clearly has it in mind 
to implement reforms. 

One of the key Issues here 
will be structuring the 
model most appropriate for 
Japan. In the US the “-lOlk" 
type model provides the 
employee with unlimited 
choice of investment vehicle 
and full responsibility. In the 
UK, by contrast, there is less 
choice and the company is 
still involved in helping with 
asset aZIocatiim. 

Mr David Gibson of Schro- 
in Japan believes the 
UK model will probably 
prove more appropriate, 
gix’en most Japanese inves- 
tors arc less experienced 
than their US counterparts. 

How these issues will be 
resolved remains unclear. 
But they will need to be if 
Japan's workers are to look 
forward to retirement with 
some of sccurit}'. 


UNEMPLOYMENT * by Fiona Graham 

Traditional employment structures are fragmenting 


The core of 
'life-time’ workers 
is being cut while 
more temporary 
st2iff are hired 

This summer one startling 
forecast hangs over Japan: 
in the coming months, its 
official imemploj'ment rate 
conld soon overtake that of 
the US, some pundits are 
predicting. 

Such a prediction might 
have seemed atmost inqiossi- 
ble just a &w years For 
in recent decades Japan has 
prided itself on having a job- 
less level that was among 
the lowest In the industria- 
lised worid. 

But as the economy stag 
nates, and deregulation gath- 
ers pac;e. the traditional 
employment structures are 


fragmenting. The conse- 
quence has been an unem- 
ployment situation that 
HSBC Securities dubs “uni- 
formly awful" - at least for 
Japan. 

Unemployment hit a 
record 4.1 per cent in April 
- or 2.9m - and is eiqiected 
keep rising. 

The ratio of Job offers to 
job applicants dropped to 
0.55 in April, the worst 
monthly figures since 1978. 
According to the Ministry of 
Labour, this translates to 
jost 55 jobs for every 100 
seekers. 

Meanwhile, wages also fell 
another 0.5 per cent year-on- 
year In . April 

Consequently, as compa- 
nies and workers strive to 
cope with the changes, the 
question is 'whether the Jap- 
anese government can now 
produce policies to contain 


the rise - and whether Japa- 
nese society can wittistand 
the strain. 

The problem is a perni- 
cious one because during the 
past five decades Japan has 
prided itself on its 'Tilb^ime’' 
s y stem of employment This 
^aranteed annual salary 
increases for a core, mainly 
male, workforce in return 
for life-long loyalty to the 
emnpany. 

But increasiE^. the core 
of life-timers is being cut 
down - which has reduced 
the total number of employ- 
ees. It has also led to an 
increase in the number of 
temporary workers as com- 
panies try to fill their staff- 
ing needs with die^per. low- 
maintenance alternatives to 
life-time workers. Mean- 
while. older workers are 
being encooa^;ed to voltm- 
Xeer for early retirement or 


accept severance packages. 

These trends have omi- 
nous implicatimis for the 
Japanese economy. It has 
only slowly dawned on com- 
panies and workers alike, 
that the dire employment 
sitaation is not a short-term 
effect of economic stagna- 
tion. Mika Tabata of Staff 
Service, a temporary staffing 
agency, says that companies 
cut baeik on hiring new life- 
time employees drastically 
in the eariy 1990s, when the 
economic downturn first 
arrived, expecting a quick 
economic recovery. 

When the ejected recov- 
eory did ncA take place, com- 
panies filled in the staffing - 
gaps with temporary work- 
ers rather than new recruits, 
discovering the advantages 
of the instant productivity 
and lower personnd costs of 
tmiporaiy workers. 


This trend has led to a 
startling rise in Japan's tem- 
porary staffing industry. But 
it has also meant that unem- 
ployment is particularly 
high among the youngest 
and the oldest, who tend to 
have least security. In the 
15-24 age groups, for exam- 
ple, it reeched 8,5 per cent in 
ApilL while in the 55-64 
group it was 5A per cent 

The worst-hit sector is con- 
stmetion, because of cut- 
backs in housing and a 
reduction in public works, 
says Tetsturo Suginra of Pqji 
Bank Research Institute, 
who expects 500,000 workers 
to be laid off within the year. 
Second is hanking , where a 
wave of restructoring is 
expected in coming years. 

However, increasing tech- 
nology Jii !fhe workplace is 
also changing radically the 
type of skills required by 


workers in other sectors. 
Companies need specialists, 
especially computer-literate 
workers that can run the 
technology in offices. They 
are increasingly willing to 
boycott the life-time employ- 
ment system to get the staff 
they need, often from the 
temporary agmeies. 

These changes do not nec- 
essarily spell the death of 
the traditional employment 
system. Indeed, their impact 
may be a rather subtle one. 
For life-time employment 
has never actually quite 
matched up to the myth. 
Female workers and tempo- 
rary workers have tended to 
form a buffer for the elite, 
largely male, workforce in 
Japan’s companies in prevt- 
ons years. And Japanese 
industry has always had a 
dual structure: lar^ compa- 
nies where work is stable. 


highly paid and prestigious; 
and a secondary tier of 
smaller companies without 
these stable and prestigious 
working conditions. 

The new downturn does 
appear to be fiielling (he 
sense of a “twoUer" system. 
What appears to be emeig- 
ii% is a pattern where an 
elite core of privileged woik- 
ers is suppmted by a grow- 
ing mass of temporary work- 
ers who do not have high 
wages, securit)' and unions. 

Muneaki Ueto of Pasona, 
the most successftil of new 
Japanese recruiting compa- 
nies. says that keeping a 
core of life-time employees is 
not necessarily a ted thing. 
“At the moment. Japan 
doesn't really know what to 
do," he said. “So there Is a 
lot of talk again of copying 
America. But the system of 
having the “core" groim of 


workers and then a number 
of temps is working for 
Japan." 

However, others suspect 
that the two-tier sy’stem is 
especially ominous given the 
downwari trend in part-time 
wages which the Ministry of 
Labour describes as "consid- 
erably lower than the wages 
of regular woricers with the 
gap widening." 

Whether life-time employ- 
ment is a myth or not, it 
underpinned the aspirations 
of the vast majority of 
Japan's hard-working work- 
force during the post-war 
years. But growing differ- 
ences in wages may fuel a 
new sense of disillusion and 
social discontent. "Workers 
feel scared," says Mr St^- 
lura. '~Japan. .will become 
accustomed to unemploy- 
ment. We have to cope . . . 
but it will take some time." 


Kikkpman. 

The sauce of inspiration. 



it was in the sev- 
enteenth century 
that a small busi- 
ness in a village 
near present-day 
Tokyo created a 
seasoning so re- 
markable it would 
one day inspire the world. 

For almost 350 years, 

Kikkoman has been produc- 
ing spy sauce of exceptional 
taste and quaTity— a versatile sea- 
soning that enhances but never over- 
whelms as it brings out the best 
in both Oriental and Western cuisine. 

Today, Kikkoman ^ ■ produces a varie- 
ty of dendous,^^P^^^ healthy^ 
soningsand , fine wines. 

Because ■ SE ■ Uotechnology 
is an important ingredient in 

improving taste develops 

ing new products, Kikkoman mafniaffe 

advanced capabilities in this field. Production 
facilities are located in Asia and the United 
States, and Kikkoman maintains an unwavering 
commitment to each local community, its citizens, 
and the environment And to further cultivate a 
world perspective, Kikkoman is an enthusiastic 
supporter of international cultural exchange, 
programs. Universally recognized as one of the. 
world's most dependable, most successful brands, 
Kikkoman inspires the worid wi^ good taste. 
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. . cmwTffd and Tahmsan 


„ P»m>» • Japan. U SA Tte Ktetrerfcmcte, SingappfaandT awan 
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Our ntaa SOO Svim TVoboru'*: It may be lite most beau^fid treat in dte teoMt bi certamfy Aefiistesi. 

In 1997, two bUSon passengers chose to travel with 
West Japan Railway Company, 

JR West transports more people every year than the radways 
of Britain, France, Switzerland and America combined. 

In Japan, the age of the train has already arrived. 

Those who tmnt an ene7g)'-efficient, environmentfriendly 
investment with ajutiire choose JR West. 
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WEST JAPAN RAILWAY COMPANY 

4-24, SfaUMta 2-rhome. Kiut-Ini. OkoLs 530-8341. jH^iaa 
T(4: S1-<k37.v1»81 Fax: 
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CONSUMER ELECTRONICS* by Alexandra Harney in Tokyo *1 

Slump sets sector reeling Crime gangs feel me pmch 


YAKUZA AND SOKAIYA • by Fiona Graham in Tokyo 


Profits are down 
across the sector 
and companies 
are jockeying 
for position 

Tbe personal stereo depart- 
ment at Big Camera, a dis- 
count electroQics store is 
Tokyo, bustles witb acthrit>'. 
Teenage boys finger per- 
sonal stereos the size of ciga- 
rette packs, palm-size mini 
compact disc players and 
space-age remote control 
headphones. Clerks bob in 
between the customers, 
answering questions and 
banding out pamphlets on 
new merchandise. 

A customer's ques- 
tion - How does a Sony 
Walkman differs from one. 
made by Pana- 
sonic? - stumps the clerk 
and rev'eais tbe challenges in 
innovation facing Japanese 
electronics makers. The 
technology in each of tbe 
portable stereos, priced 
between Y6.000 and Y2SO.OOO. 
is almost identical. 

The Japanese electronics 
industry is reeling from tbe 
effects of the Asian Qnancial 
crisis and Japan's domestic 
slump. Profits were down 
across the sector last year, 
and companies are jockeying 
for position in the rapidly 
e.tpanding digital consumer 
electronics market. 

Worse, there are growiag 
signs that Japanese compa- 
nies, with their traditional 
emphasis on steadily build- 
ing market share, may have 
trouble corapetiog against 
giants of Innovation such as 
Microsoft and Intel in the 
fast-paced electronics, multi- 
media, and computer indus- 
tries. 

Japanese electronics man- 
ufacturers are clambering to 
tpam up with software com- 
panies to taiget the lucrative 
digital consumer electronics 
market. 

Sony, tbe industry leader, 
recently agr^ a deal with 
Microsoft, tbe US software 
giant, to jointly develop 
technology for home elec- 
tronics and personal comput- 





A wiistwateh computer developed by SeBco can download text and pletme from other computers ap 


^'Toshiba recently entered biggest telephone company, com^y, one Japanese elec- 
' 'into a tie-up with tbe Walsln is currently testing a wrist- tronjcs maker created a 
Lihwa Group, the Taiwan watch phone equipped with palm-size device to match up 
electronics compaoy. to a television screen. The women and men. Lovegety, 
build dynamic random phones, linked to a regional made by Elrilog, sold more 

access memory (0-Ram), network, allow users to com- than 450,000 units in the first 

Fuiitsu. Sharp, and Mitsubi- municate with local doctors, three months of production, 

shi have s imilar l ink , shops, schools and govern- How do Japanese compa- 

ups. ment offices. Trials of a simi- nies come up with the ideas 

But in tbeir effort to join lar phone at the Olympics for such unusual gadgets? 
the multimedia and com- Winter Games in Nagano Toby Rhodes, analyst at 

puter markets, Japanese earlier this year proved Dresdner Kleinwort ^nson, 

companies are only making highly successful, analysts says; “In Japan you have 

new applications for existing said. more of your time stolen due 

technology rather than gen- Kenwood, tbe electronics to public transportation than 
erating new ideas, industry manufacturer, has also made any country in tbe world, so 
analysts say. the first cellular phone that you need to find ways to 

“Japanese manufacturers transmits sound and images amuse yourself.'' 
were never very good at using an amateur radio kit. Smaller companies such as 
inventions," says Rimihide The company said it planned Bandai and ErQog may be 
Takano. electronics analyst to launch its visual transmit- the key to innovation in 
at Oresdner Kleinwort Beo- ter in Japan and the US. Japan's electronics industry, 
son in Tokyo. “With the although it did not specify As the number of venture 
W alkm an, they just made the timing of the release. businesses increases. Japan 
something big smaller. They Kyocera, the semiconduc- may be able to maintain an 
didn't make anything new." tor group, claims to have edge in developing new 
Mr Takooo argues that the created the world's lightest devices. Meanwhile, prod- 
Walkman. tbe mini-disc mobile telephone. Weighing ucts such as Casio Comput- 
pla>'er, and the digital cam- in at 68g, the phone is dis- er's G-Sbock watch, which 
era are all examples of Japa- tributed through Ido. the gained international popu- 
□ese improvement on exist- Japanese cellular carrier, larity last year, continue to 
ing technolt^'. The problem and will be launched In sxmport profitability, 
is that Japanese companies Japan this month, the com- However, analysts believe 
focus too much on building pany said. that as tbe integration of 

market share, and not “The one area that Japan consumer electronics and 
enough on raising competi- does stand out in. against computer industries acceler- 

tiveness by inventing, and the rest of the world, is ates, Japanese manufactur- 

patenting, new technology'. mobile telephone handsets," ers may have a hard time 

However, some new prod- said Andrew Haskins, elec- keeping im- 

ucts in the information tecta- tronlcs analyst at HSBC Mr Hasktus says: “In the 
nology and telecommunica- James Capel in Tbkyo. consumer electronics busi- 

tions sectors suggest that On a smaller scale. Japa- ness. It is a bit difficult to 

there Is no reason to count nese companies are stlU imagine the next block- 

Japan out yet. Japanese producing nnlque - and buster. There are various 

ers. The company already companies are leading the - often bizarre - electronic companies with a lot of 

has tle-i^!s''wlth'lhkel, the world hi cetliflartechnolc^, gadgets^ Buflding on the sue- potentiaL But there Is noth- 

senticoh'ductbi^^iDajjter; ind some analvsts'siay.-'-i" cess- ‘Of '^magotchi.' the Ing that Is going to become 

se\'eral Japanese electronics Nippon Telephone and hand-held electronic pet the next Walkman or video 

manufacturers. Telegraph (NTT), Japan's made by Bandai, the toy cassette recorder." 


The balance of 
power between 
ihe yakuza, big 
business and the 
police is shifting 

After nightfall in Tokyo's 
Ginza entertainment disMct. 
gangsters start to gather for 
the evening's work. Dressed 
in expensive and weU*cut 
suits ^ -black shirts with 
bright yellow suits are popu- 
lar - they step out of their 
Mercedes-Benzes and For* 
setaes which are whisked 
away by junior gang mem- 
bers who stand rigid with 
attention as their seniors 
alight 

These are the fabled J 2 ipa- 
nese yakuza. members of 
traditional crime syndicates 
who presently number 60,000 
according to National Police 
Agency estimates, and have 
been a force behind the 
scenes in the Japanese social 
fabric for at least -tOO years. 

But as Japan proceeds 
with der^idation, their role 
is coming under new scruti- 
ny - and subtle pressure to 
change. For there are 
already hints that the bal- 
ance of power between the 
yakuza, big business and the 
police is shifting. This in 
turn is weakening some of 
the traditional loyalties 
which were central to (he 
so-called “Japan inc" style of 
doing business. 

One sign of this has been a 
sudden increase in the num- 
ber of scandals over the past 
year involving the sokaiya 
racketeers, who have been 
loosely connected with main- 
stream yakuza and who have 
specialised in extorting 
money from companies. 

The racketeers obtain tbe 
right to attend tbe annual 
shareholders' meetings of 
companies by buying a small 
number of shares, and then 
extort money firom manage- 
ment by threatening to ask 
embarrassing questions at 
the meeting. Sokaiya have 
also forced managements to 
subscribe to monthly 
“research reports." or to sign 
periodic "eonsaltaacy" 
agreements published by 
sokaiya groups. 

These practices have been 
endemic in the corporate 
sector fbr years -and often 



Ryufclii Koike, a key eofcai^ aod a guard at the ToIqfo Oeteniicm 
House. Koike pleaded guHty to receiving pay-offs totalling Y12Abn 

panies, some 60 per cent of 
respondents said that it was 
unlikely that companies 
would be able to cut their 
ties witb sokaiya even in 10 
years. The research centre 
argued that this was because 
the respondents felt that 
such ties were too much a 
part of traditional Japanese 
culture to be easily severed. 

But change is taking place, 
however slow. The police 
appear to be cracking down 
more vigorously on tbe 
sokaiya. The National Police 
Agency insists that there are 
only some 200 “active" 
sokaiya now, compared to 
more than 2,(XK) a decade 
ago. And many yakuza 
themselves vigorously claim 
that revenues from sokaiya 
work is falling. 

Take Mr “Nishi". a mem- 
ber of tbe Sumiyoshl-kai 
which, with 6,800 members 
is by police estimates the 
third-laigest crime syniScate 
in Japan and the largest in 
Tokyo. His group - like 
many yakuza - has tradi- 
tionally carried out sokaiya 
operations. But be says his 
faction's revenue from 
sokaiya has now largely 
dried up because of the 
recent police crackdown. 

Such change is having 
some unexpected conse- 
quences. To cope with the 
loss of sokaiya revenues, 
many yakuza groups are 
turning to new sources of 
revenue, such as real estate. 

The yakuza have always 
been well-known fbr the role 
they play in “helping", for a 
fee. property developers to 


suited both sides well. Large 
Japanese companies, for 
example, have been trilling 
to pay up in most cases, 
often because the sokaiya's 
presence at the meeting 
actually acted in tbe best 
interests of tbe management 
itself, by ensuring that there 
were no embairassing ques- 
tions about management 
from other shareholders. 

Meanwhile, the police 
have traditionally tuned a 
blind eye to the sokai- 
ya - not least because they 
themselves have often relied 
on the yakuza in previous 
decades to keep peace on the 
streets la an informal a-ay. 

However, Bang finan- 
cial deregulation is now forc- 
ing the government to make 
at least a token sign of 
change. Last year, police 
arrested Ryuichi Koike, a 
key sokaiya. who pleaded 
guilty in December to receiv- 
ing pay-o& totalling Yi2Abn 
from Japan’s “Big Four" 
securities firms and Dai-Ichi 
Kai^o Bank. These scan- 
dals have triggered a welter 
of public commitments from 
companies that they will cut 
their sokaiya ties - and 
statements of outrage from 
the politicians. 

Many Japanese oteervers 
suspect this has been simply 
a ritual display and few 
expect to see meaningful 
reforms overnight. A recent 
report of the Denld He:^ 
Research and Information 
Centre, for example, says 
that in a sur\-ey of 4.400 
board members, auditors, 
and personnel of listed com- 


force people out Of their 
homes in order to tree 
land for redevelopment of 
large-scale buildings. But 
now (he)' are beginning to 
buy real estate on their own 
acrounts and to deal directly 
with banks. 

Mr Nishi estimates that 
although the core of his fac- 
tion’s income comes from 
forced collection of loans, 
and gambling, the share 
resented by pronts from 
dealing with bad loans from 
Japan's troubled banking 
sector have now grown to 
almost TO per cent. “The 
banks are just interested in 
getting tlieir names off the 
loan so they sell it to us 
cheap." says Nishi. "We then 
seize the real estate and sell 
it on immediately." 

Just bow much of the 
property market the v-akuza 
controls is unclear. But the 
development could poten- 
tially complicate efforts to 
clean up Japan’s bad loan 
mess; although a host of 
western companies are now 
snifilng investment opportu- 
nities in the real estate 
world, some are deterred by 
the y^uza involvement. 

Such diversification may 
be only the start. The 
yakuza system has tradition- 
ally operated with all mem- 
bers making monthly pay- 
ments to the boss and the 
elite advisers at tbe But 
In the present recession it is 
getting harder for the junior 
members to make enough to 
keep up their payments. 
There are sugge^ons that 
some are turning to theft, 
previously shunned by 
yakuza. 

Optimists might argue 
fhai the diversification sug- 
gests tbe yakuza's tradi- 
tional role in Japanese soci- 
ety could eventually 
dwindle. And pessimists 
might reply that it shows the 
yakuza’s influence is becom- 
ing more pernicious - and 
moving them Into more vio- 
lent areas of crime. 

Sakata, another member of 
the Sumi>xishi-kai, says that 
after 400 years of existence, 
the groups still have an infi- 
nite capacity to adopt in tbe 
foce of adversity. 

“We have to keep our ille- 
gal activities out of the lime- 
light," he says. “We burrow 
more deeply." 
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verybody talks about the benefits of free trade 
and the need to promote fair competition in an 
increasingly global marketplace. Japan's seigp s^os^, 
or general trading companies, are among those that 
are puning a free trade philosophy into decisive 
action. As pan of the Japan Foreign Trade Council, 
the S(^ shosha are promoting the liberalization of 
Japanese markets to stimulate new activity and a 
vibrant global economy. 


~i he efforts of the soga shosha are adding value to 
intemadonal trade and investment transactions 
based on strong relationships of trust. Through 
such global partnerships, the s(^ shosha are con- 
tributing CO the free flow of people, commodi- 
ties, and information as well as supporting the 
development of emer^g economies and a bal- 
anced framework for world trade. 
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TORAY INDUSTRIES, INC 



Toray Industries, Inc., one of tbe world's largest manufacturers of 
synthetic fibres and textiles, is diversifying into plastics and chemicals, 
housing and engineering products, pharmaceuticals and medical 
products, and new products and other businesses, including carbon 
ffbie and electixxiics and infonnation-related products. 

In fiscal half-year ended September 30, 1997, consolidated net sales 
rose 7.4% to ¥538.1 billion over the year-earlier fiscal-half, operating 
income increased 7.6% to ¥35.1 billion and net income was up 15.6% 
to ¥13.7 billion. 

For more infbnnalion, please visit our web site htq):/Aitrww.toray.co.jp 




IHE CMUOOni EteOae POWB CCUNC 


SUtami Tbkaati, 
neriStmta$dDlnetgr 


Incorporated in 1951, tbe Chugoku 
Electric Power Co., Inc., is <»ie of Japan’s 
10 regional electric power utilities and 
maintains its head office in the ciQr of 
Hiroshima. The Company is a 
comprehensive supplier of electric power 
in the Chugoku region, with services encompassing the generation, 
transnussion, and distribution of electricity. 

Situated in western Japan, the Chugoku region has a population of 
approximately 7.8 million people and covers an area of about 
32,000 square km. 

While maintaining a total commitment to supplying superior services to 
its customers, Qiugoku Electric will continue working as a responsible 
corporate citizen to promote regimal industrial development as well as 
cultural, qiorting, and other community-related events. 



Ttutomu Kantd, 
Praidenl (Utd 
Rfprfsentative Director 


Tbe corporate principle of Hitachi, Ltd., 

■ II ■ I which was founded in 1910, is to contribute 

m sodety tbrougb technology, and the company's Dimto is *Lodc at Ifitachi 
and See tbe Future.” In the 88 years since its incqitioo, the cooqxiny has 
become one of the world’s leading manufacturers of electrical and 
electronic equipment, with fiscal 1996 consolidated sales of ¥8.523 billion, 
913 co n solidated subsidiaries. 276 of which are overseas eompanig. and 
mere than 330i,000 employees. Hitachi believes that cotporate progress is 
driven by research and development. Annual erqieoditure on amounts 
to over ¥500 billion, or about 6% of total sales. Hitachi’s main pioducts are 
computers, semicmiductois, teiecommunic^on equipment, power 
generating equipment, industrial machinery and consumer products. 
Hitadti's shares are listed on eight stock exchanges in Japan and on 
exchanges in New York, Frankfurt Amsterdam, Paris and Luxembourg. 
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